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The : chart shows the meTnberamvnaes of the 
exchange rate r?xcharnsm_7i3easuredagabist the 
weakest currency in the system. Most of the aaren- 
ties am fluctuate within 15 per cent of agreed central 
rates againstthe other members of the mechanism. 
Theexceptions are the D-Mark and the guilder which 
move in anarrma Z25 per tent band. 


Sri Lanka start* fnagfia paaces Sri. Lanka 
began a "cessation of hD5tttlties , ‘ with Tamil rebels 
in a major step towards ending an 11-year war that 
has cost mow toanSQJMO lives. Page 4 

Tibetan betal group plans issue: Tibet’s 
Btien gthBTiing tonrimn Industrybas led to the first 
aimouncement by a local company of plans for a 
public share issue. Tags 15 

-EpwIro w nsntsBstfetmd dead: Briton Andrew 
mfggfng In dense tropical forest on M adag a s- 
car for a week* was ftnmd draft Mr 1^46, a 
pdgn director of Friends of the Earth, was believed 
to have suffered a heart attack. - 
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EU states welcome Austria into the ERM 


Japan’s coalition^overnment will be under 
pressure this wedc from the threatened break-up of 
the Social democratic party, second-largest member 
of the three-partner affiance and headed by prime 
minister Tomiicbi Murayama. An attempt to set up 
a Dev centre-right group, led by members of the 
SDFs rightwing, weakens Mr Murayama’s author- 
ity on toe eve of his departure for a summit with 
President BUI Clinton. Page 12; Lex, Page 12 

Bs^bg to expand form tratOng: China 
srnnnrmmA plans to hroadfln its fledgHng market- 
style financial system by expanding foreign 
exchange trading and allowing foreign joint venture 
banks into Beijing for the first time. Page 4 


By Peter Normal, Economics Editor, 
in London 

Austria joins the European exchange 
rate mechanism today following a week- 
end agreement to admit the Schilling at 
recent market rates. 

The agreement, reached a week after 
Austria joined toe EU, underlines its 
determination to be in the “hard core" of 
countries aiming to be members of the 
planned EU economic and monetary 
union. 

A communique Issued after a brief 
meeting an Saturday of the ElTs secre- 
tive monetary committee said Austria 


would continue its established policy of 
exchange rate stability. That means the 
schilling will continue to he pegged to 
the D-Mark within the broad 15 per cent 
fluctuation marg ins that have been 
allowed for ERM countries since a cur- 
rency crisis nearly wrecked the system 
in August 1993. 

The Schilling's central rate has been 
fixed at Sch7.0355 to the D-Mark and 
Schl3.7l67 to the European currency 
unit (Ecu). Austria's decision to join the 
ERM was welcomed by other EU mem- 
ber states, toe EU Commission and the 
European Monetary Institute. It had 
been well flagged in advance and is not 


expected to have any direct impact on 
foreign exchange markets. 

The decision to subject the terms of 
Austria's ERM entry to scrutiny by the 
monetary committee is potentially sig- 
nificant for long-time EU members such 
as Italy, Greece and Britain, and to new 
members, Sweden and Finland, which 
are not members of toe ERM. 

While Austria bad an undisputed right 
to join the ERM, it is understood that 
the Bundesbank, Germany's central 
bank, insisted that the monetary com- 
mittee must meet on behalf of EU 
finance ministers and central bank gov- 
ernors to discuss the entry terms. This 


was to keep alive the precedent of sub- 
jecting the proposed central rates of 
ERM applicants to review by other EU 
member states. 

The Bundesbank has been determined 
to avoid repetition of the circumstances 
that preceded Britain's short-lived mem- 
bership of the ERM when, in 1990, Lon- 
don unilaterally announced a central 
rate for sterling before its formal admis- 
sion. Many Bundesb ank officials and 
independent economists thought the 
sterling rate too high and a contributory 
factor to Britain's later forced exit from 
the system. Saturday's meeting rapidly 
established a consensus on Austrian 


ERM entry at recent market rates, but 
did not discuss currencies other than 
toe schilling. The Swedish krona and 
Finnish markka will continue to float 

The gathering was notable for the par- 
ticipation of the Frankfurt-based EMI, 
set up a year ago as a precursor to the 
planned European central bank. One of 
its duties is to oversee the functioning of 
toe European Monetary System. 

Some analysts suggested it should 
ponder the disclosure that Austria 
planned to keep its currency pegged to 
the D-Mark, on the basis that this could 
point to toe strengthening of a D-Mark 
block within the ERM. 


. (pHleragre ** fforma c Turkey’s prime minister 

v Tansu' QUIer, responding to growing international 

criticism, promised to remove a constitutional 
clause used to control the media and pohtical oppo- 
! \ nests. Page 12; Kurdish hopes fbnnder. Page 4 

\ BA chief Mnts at Vbgfai MtUMMnt 

1 • British Airways chair- 

-mah Sir Colin Marshall 
. (left) has hinted that an 
. out-of-court settlement 
may still be possible with 
• Richard Branson’s Virgin 
- Atlantic in toe “dirty 
tricks” dispute over 
• -trans-Atlantic routes. His 
■ wiwmBi fa i ramp as Vir- 
gin charged that BA was 
still ftn gng fa g in “anti- 
.. competitive behaviour”, 
r *1 A US c 001 * last week gave Virgin the godhead to 
Ut jd bringhnear^llin anti-trust case against BA 
Page-12; BA. warns oil Heathrow plan. Page 5 

\ . T Telecom bidders take beck seat Perceived 
prejuefice against Ermdiand German companies 
pliSM has forced Deutsche Telekom and France Telecom 
N • -C-m to tafcfeback seats tsi the competition for a stake in 
P^gjl the C^ech company SPT Telecom. Page 13 

M Ratings do w n g rade hits Mexican banks: 

The health of the Mexican banking system came 
t' under-severe questioning after ratings agency 

, 9K Moody’s Investors Service downgraded its ratings 

p for some deposits of Mexican banks a full two 

!/ *. .9 Corruption probe ordered: The Spanish 
! N < 9 govaqiment j^s ordered an investigation into cor- 
99 b JUptioiiaCegsit^ais ta^ihtmior Ministry in 

«aiidS£i. Fi^^'E8toMaTCdmment, Page 11 I 

MfY-.-faces a strong c^aQehge hlAMalbllowing a 
uW dedsipii by wcflcTs, largest entertain- 

AhS mentgroups -to j(mi:hvcies wfth RUpert Murdoch's 

Asian satdfitetetevisimiyeiftnre. Star TV. Page 2 ; 

■* ■ *■ US budgot battle looms: Republicans and 
V 5 Democrats sharpened the battle fines on two immi- 

nent policy issues - t£e balanced budget constitu- 
ticmalamendmdBi^aM aPpIp^blfr recommendation 
by President JRflliQinton'this week to increase the 
federal minimum wage. Page 3 . .. . 

Trafalgar offer expected: Trafalgar House will , 
publish its formal offer document for Northern 
Electric this weds - probably today - amid growing 
expectations that the UK government wm refer toe 
£L2bn ($1.8bn) bid to the Monopdlies and Mergers 
Commission. Page 13 

ItaHwi crisis talks reope n: President Oscar 
Luigi ScaBaro wifi meet-toe outgoing prime minls- 
. %: toSHvioBerltiwoni in Rone today to reopen talks 
- (mMlvingtlto country’s pditical crisis. Page 2 

European Monetary System: An official 
interest rateris? in Spain last week foiled to save 
the peseta, pushing it to new lows against the 
D-Mark, .while toexnder d£ currencies on the EMS 
grid remained unchanged. The Portuguese escudo 
• strengthened against toe peseta after breaking the 

- EsL2 a peseta ban-for-on Friday and the D-Mark 

- improved agadn^t toe Spanish currency by more 
. than a percentage point Currencies, Page 23 
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Major sees 
chance to 
reunite 
Tories on 
Europe 

By James Blitz in London 

Mr John Major, the UK prime 
minister, yesterday raised the 
possibility of a reconciliation 
with Enro-rebels is the ruling 
Conservative party by saying he 
would veto any federalist moves 
at next year's summit on the 
future of toe European Union. 

With MPs due to return to 
Westminster this week after toe 
Christmas break, the prime min- 
ister adopted a conciliatory tone 
towards the nine MPs who lost 
the Tory whip in the House of 
Commons last month, saying he 
would be looking for ways for 
them to return to the party. 

In an enticement to the rebels 
to support his legislative pro- 
gramme,, he formulated a mare 
. Eurosceptic approach, towards , 
EU reform, emphasising that he 
would block any call for greater 
federalism at toe inter-govern- 
mental conference in 1996. 

But, Mr Major emphasised that 
file rebels - who lost the whip 
after voting against the EU 
finance bill last year - would 
only return to the fold after 
demonstrating their loyalty. 

“I believe tbe nine who are 
beyond the conservative whip at 
the moment will be looking for | 
opportunities to come back and I ; 
would like to have them back,” 
he said on BBC TV. “But they’ve 
got to come back when we are 
content and they are content 
that we’re all marching in tire 
same direction." 

In his first interview 
of the new year, Mr Major gave 
his most detailed exposition to 
date of the conditions under 
which he would offer a referen- 
dum on the outcome of the IGC 
in 1996. 

Amid growing uncertainty 
among members about the Ell’s 
development, tbe prime minister 
said be did not expect any signif- 
icant change to be decided at the 
constitutional conference. 

Be also stressed that any 
changes would require unani- 
mous backing from all member 
states, allowing the UK to block 
anything it did not want 
But he added: “If, in some 
fosMon 1 cannot fathom, some- 
thing emerges from that confer- 
ence that I wasn’t able to 
block... then I would certainly 
keep open the option of a refer- 
endum to 1996.” 

He also made dear that there 
was no question of Britain sup- 
porting a move towards a single 
currency in 1996 or 1997 if other 
countries took that route. 

Conservative MPs said yester- 
day that the timing of Mr 
Major’s olive branch to the reb- 
els was crudaL 

It comes just before MPs vote 
on whether the government 
should retain a majority on Com- 
mons* committees which scrutin- 
ise legislation. The vote arises 
because the rebels' loss of the 
whip technically puts the gov- 
ernment in a Commons’ minor- 
ity- 

Conservatives were confident 
yesterday that they would win 
the vote, amid signs that the 
Ulster Unionist parties will sup- 
port toe government 

Survey says City may benefit 
from EMU, Page 5 


Kohl says war is ‘complete madness’ 

Losses rise 
as Russian 


Moscow feuding increases 




grip tightens 
on Grozny 


By Ctvystia Freeland in Moscow 

The Russian government claimed 
last night that its forces had 
reached toe centre of Grozny yes- 
terday, but Russian media said 
troops were taking heavy losses 
as they fought through the 
streets of the Chechen capital. 

The conflict, described by Ger- 
man chancellor Helmut Kohl as 
“complete madrtess ", placed fresh 
strains on Russia’s relations with 
the west and with the Islamic 
world. 

Moscow cancelled a joint mili- 
tary exercise with Germany and 
withheld visas from German par- 
liamentarians who wanted to dis- 
cuss Chechnya with Russian col- 
leagues. 

The independently owned NTV 
station reported yesterday that 
Russian troops were within 600m 
of toe presidential palace in Groz- 
ny’s central square, but Chechen 
forces were showing stiff resis- 
tance and retained control of toe 
heavily shelled building. 

In Moscow, feuding between 
politicians and the military grew 
more bitter - and international 


criticism of Russian policy took 
on a more strident tone. 

Mr Kohl said in a radio inter- 
view: “We see people suffering, 
civilians, women and children, 
we see victims among the sol- 
diers and regard it all as com- 
plete madness." Only in the past 
week has the chancellor, who 
describes President Boris Yeltsin 
as a friend, spoken out against 
the Russian advance. 

At the weekend. Russian troops 
appear to have abandoned their 
effort to take Grozny with t anks 
and air raids in favour of intense 
shelling and street-by-street 
advances. 

General Viktor Vorobyov, com- 
mander of the interior ministry 
troops involved in the campaign, 
was killed on Saturday when a 
mortar shell exploded next to 
him, Russian officials said. 

The death of Gen Vorobyov, 
who had publicly opposed the 
killing of civilians and was 
highly respected within the 
armed forces, may add to the mil- 
itary's discontent at being 
involved in an unpopular war. 

In a further sign of a search for 


France challenges 
Brussels over TV 
cultural controls 


By Emma Tucker in Brussels and 
Andrew Jack in Paris 

The fate or late-night philosophy 
on French television and Holly- 
wood's hold on European screens 
may be settled this week as 
France launches a concerted 
attempt to toughen cultural con- 
trols before the outgoing Euro- 
pean Commission takes its final 
curtain call. 

Two senior French ministers 
are heading to Brussels today to 
argue for tighter rules to prevent 
broadcasters buying more and 
cheaper US-made programmes 
rather than supporting European 
versions which they hope to be 
more high-brow. 

Mr Jacques Toubon. minister 
for culture, and Mr Nicolas Sar- 
kozy, minister for budget and 
communications, are planning to 
meet Mr Jacques Delors, the out- 
going president, today. A meeting 
on Wednesday will consider 
tighter quotas on the broadcast- 
ing of non-European material in 
member states. 

The debate revolves around 
proposed revisions to the 1989 
Television Without Frontiers 
directive, which requires at least 
Si per cent of material shown by 
European channels to be of Euro- 
pean origin. 

The French want the 51 per 


CONTENTS 


cent to be binding on all mem- 
bers. They support revisions pro- 
posed by Mr Jodo de Deus Pin- 
heir o, the outgoing EU 
audiovisual commissioner, to 
remove a loophole stating that 
the quotas had to be met “wher- 
ever practicable”. 

The revisions were diluted 
after opposition from Mr Delors 
and others including the UK's Sir 
Leon Brittan and Mr Martin 
Bangemann, the German com- 
missioner, who last week 
appeared determined to stop 
what they saw as poorly con- 
ceived and inappropriate legisla- 
tion that could damage Europe’s 
audiovisual sector. 

Mr Toubon argued over the 
weekend that the debate was as 
much an economic argument 
about saving the European 
broadcasting industry as a cul- 
tural one. 

Changes to the directive 
unleashed strong lobbying from 
the US. 

The Commission's legal ser- 
vices unit must decide whether a 
vote held by the commission 
after the formal end of its latest 
session last Friday will still be 
binding - the terms of the 20 
commissioners officially expired. 

Paris takes cultural battle to 
Brussels, Page 2 
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Several hundred Communist sympathisers demonstrate in Moscow yesterday against the Yeltsin 
government’s continuing military action in Chechnya. The headline on the poster of newspaper dippings 
held by one of tbe protesters reads ‘Criminals, Traitors, Murderers of their own people’, nan: abucwm pw 


scapegoats in the Chechnya cri- 
sis, Mr Sergei Shakhrai, a deputy 
prime minister, launched another 
attack at the weekend on the mil- 
itary. 

Mr Shakhrai, who last week 
accused the armed forces of 
Intentional “sabotage", lashed 
out at senior officers who he said 
had given large amounts of weap- 
ons to the Chechens when they 
first broke away from Russia 


three years ago. Mr Shakhrai sin- 
gled out General Pavel Grachev, 
defence minister, who has been 
fiercely criticised for the failure 
of Russian troops to capture 
Grozny swiftly, and General 
Boris Gromov, deputy defence 
minister, who has been a leading 
opponent of the war from tbe out- 
set 

Senior military officials said 
privately that even if they cap- 


ture Grozny, Russian troops may 
be bogged down in a guerrilla 
war for months or years. 

The 51 Moslem states that 
make up the Organisation of the 
Islamic Conference (OIC) called 
on Moscow to stop violating 
international law by using indis- 
criminate force against Chech- 
nya. 

Red tape rules Russia, Page 2 


JAQUES & LEWIS JW EVER SHEDS 


On January 9ih 1995. Jauues Lewis join 
with Livers beds, the national law firm. 



Together they create one of Europe's largest 
law firms. With a total of 15 offices, and the addition of a 
substantia! London practice, they. are the first UK business 
law firm to operate on a genuinely national basis. 

Jaques Si- Lewis will now practise as 
Eversheds Jaques & Lewis. 


For additional information, 
ral ! Peter Scott on (44) 1.71 919 4500 
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NEWS: INTERNATIONAL 


Sweden faces markets’ response to Moody’s downgrading of sovereign debt 

Stockholm budget to cut spending 


By Hu# Camegy in Stockholm 

Sweden's Social Democratic 
government faces a vital test of its eco- 
nomic policies this week as it aims to 
offset die damaging effects of a down- 
grading of the country’s sovereign debt 
rating with the administration's first 
budget since it came to power Last Sep- 
tember. 

Long-term interest rates are expected 
to rise today when Swedish financial 
markets - which were closed on Friday 
- have their first chance to respond to 
the decision on Thursday by Moody’s, 
the US rating agency, to downgrade 
Sweden's debt rating to Aa3 from Aa2 
because of a public-sector debt which is 
around 90 per cent of gross domestic 
product and still growing rapidly. 

Getting down interest rates is one of 


the central objectives Mr Gfiran Pers- 
son, the finance minister, hopes to 

achieve when he announces his budget 
tomorrow. He has promised SKr20bn 
(£1.7bn) in spending cuts which, com- 
bined with emergency measures 
already taken to reduce a near 
SKr200bn budget deficit by SKr57bn 
over four years, are intended to stabi- 
lise the debt by 1998. 

With yields on long-term government 
bonds last week standing at 10.8 per 
cent - well above benchmark German 
rates - Mr Persson is anxious to con- 
vince sceptical markets that Sweden's 
crisis in the public ffnanrog is under 
control and thus prompt a fall in inter- 
est rates which in turn would fad the 

modest recovery now under way in the 
economy. 

The Finance Ministry sought to 


extract a silver lining from Moody's 
action at the weekend, saying it was a 
signal to those within Social Demo- 
cratic ranks who oppose spending cuts 
in the generous welfare system that 
there was no alternative. 

Since the emergency package and 
Sweden’s vote last November to join the 
European Union, long bond yields have 
fallen back from levels above 11 per 
cent 

But the move by Moody’s will at least 
makp a further fall less likely and will 
reinforce those in the markets and 
within the right-wing parliamentary 
opposition who argue that even more 
fiscal savings win be required beyond 
those planned in the budget. 

Uncomfortably for Mr Persson, 
Moody’s had already taken into account 
the savings expected in the budget, but 


still issued an ominous warning that 
Sweden risked carrying a big debt bur- 
den for so long that it would have diffi- 
culties managing the next recession. 

“Even if the government can imple- 
ment significant budget tightening over 
the next few years. Sweden's public 
debt position could still be weak at the 
point where the next cyclical downturn 
begins," it said. 

A further concern raised by Swedish 
commentators was that Moody's deci- 
sion could be an incentive for the coun- 
try’s big international corporations, 
winch borrow heavily on international 
markets, to move abroad. But Moody’s 
said Sweden's sovereign rating 
remained above the maxim um rating 
for Us private-sector corporations and 
they should not suffer higher borrowing 
rates as a result 


Scalfaro to 
hold new 
talks on 
Rome crisis 

By Andrew HHI in Mian 

President Oscar Luigi Scalfaro 
of Italy will today reopen talks 
on solving the country’s politi- 
cal crisis when he meets the 
outgoing prime minister, Mr 
Silvio Berlusconi, in Rome. 

Negotiations were suspended 
last week when Mr Scalfaro fell 
OL but over the weekend he 
invited Mr Berlusconi's aides 
to set up a meeting for today. 
Talks with the main political 
parties will resume tomorrow, 
and political commentators are 
speculating that a solution to 
the crisis could be found this 
week. 

The crisis was precipitated 
before Christmas when Mr Ber- 
lusconi resigned as prime min- 
ister after Mr Umberto Bossi. 
leader of the populist Northern 
League, withdrew his support 
for the right-wing coalition. 

Resolution of the crisis could 
be complicated by a forthcom- 
ing decision of Italy's constitu- 
tional court 

It is widely expected to make 
an early ruling this week on 
whether to allow a referendum 
on electoral reform, which 
would transform Italy's partly 
proportional voting system 
Into a simpler first-past-the- 
post system. 

Constitutional experts 
believe it would be almost 
impossible to hold new elec- 
tions in March - as demanded 
by Mr Berlusconi and his allies 
- if such a referendum was 
permitted. 

Forza Italia, the movement 
formed by Mr Berlusconi a 
year ago, set up a committee to 
co-ordinate a forthcoming elec- 
tion campaign at the mid of 
last week, in an indication of 
the prime minister’s readiness 
to return to the polls. 

But President Scalfaro is 
against new elections, and the 
hostility of opposition parties, 
including a majority of North- 
ern League deputies, would 
make it difficult for him to 
meet Mr Berlusconi's alterna- 
tive demand that he should 
continue as premier. 

The opposition ex-commu- 
nist Democratic Party of the 
Left (PDS) and the Popular 
party (former Christian Demo- 
crats) are also trying to find 
common ground for an elec- 
toral alliance, but they would 
prefer the formation of a new 
government under a different 
prime minister, possibly drawn 
from outside politics. 


Red tape still rules in Russia 


As Moscow goes to war with 
Chechnya, Chrystia Freeland 
wonders who is really in charge 


A: 


s Russian soldiers in 
the snowy hills of Che- 
chnya pursue their 
country’s most serious military 
conflict since the Afghan war. 
for Moscow bureaucrats it has 
been business as usual 

Of course, in Russian trans- 
lation, business as usual can 
have slightly odd implications. 
It has meant that Russian offi- 
cialdom ground to a halt for 
two days last week to celebrate 
the new year and will take 
another two days off this week 
in honour of the orthodox 

Christinas 

On the days when govern- 
ment offices have been open, 
they have functioned with the 
bizarre combination of anarchy 
and red tape which has charac- 
terised this country since the 
collapse of the Soviet Union. 

Visitors to the Ministry of 
Finance, for example, after 
picking their way through the 
sawdust and scaffolding which 
blocks one of the entrances, 
are met by a uniformed guard 
who sternly asks for their 
passes. But when those passes 
cannot be found the guard 
genially (and quite rightly) 
assumes some secretary has 
forgotten to type them up, and 
allows the visitors in. 

Inside the h u tiding . Mr Ser- 
gei Aleksashenko, deputy min- 
ister of finance, paints a con- 
tradictory portrait He and 
civil servants like him. he 
says, fear a political shift to 
authoritarianism at the top - 
But, at the same time, today 
more than ever the devil is in 
the detail, in the decisions of 
thousands of individual gov- 
ernment officials. Who controls 
them and their decisions is less 
clear than ever. 

Official Russia's vacillation 
between authoritarianism and 
anarchy has been underscored 
by the Chechen crisis. When 
the army first moved in to sub- 
due Chechnya on December 11 
the Kremlin justified interven- 
tion as a necessary demonstra- 
tion of the toughness of the 
Russian state and the willing- 
ness of its leaders to use mus- 
cle to ensure their nation’s ter- 
ritorial integrity. 

Instead, the crisis has 
exposed the weakness of Presi- 
dent Boris Yeltsin's control 
over the military and deepened 
divisions within the army 
itself Mr Yeltsin has publicly 
criticised the military for dis- 
obeying his order to halt bomb- 
ing raids. Prominent generals 


have openly criticised the deci- 
sion to intervene in Chechnya- 

Similar confusion baa been 
apparent in other branches of 
government On one hand, Mr 
Yeltsin’s move on Friday to 
sack Mr Oleg Poptsov, the head 
of the state Russian television 
station, has been widely taken 
as evidence of the Kremlin’s 
slide towards dictatorship. 

But the manner of Mr Pqpt- 
sov’s dismissal bore more 
traces of cack-handedness than 
of an iron fist Thn first official 
statement about Mr Poptsov, 
from Mr Victor Uliushin, a 
member of Mr Yeltin's new 
hardline kitchen cabinet, 
insi atari tha t “rumours” Of the 
television boss's sacking were 
false. Five minutes later, Itar- 
Tass, the Russian news agency, 
said Mr Poptsov would be fired 
after alL Mr Poptsov says he is 
u 99 per cent certain" that he 
has been dismissed but cannot 
be completely sure. 
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ther state employees 
also find themselves at 
the mercy of a presi- 
dent who is at once increas- 
ingly heavy-handed and 
increasingly out of touch with 
the finer points of government. 

A conservative adviser in the 
Kremlin's inner circle said 
approvingly over the weekend 
that security forces were stron- 
ger now than they had been 
since the collapse of the Soviet 
Union. That view was backed 
by a leading Russian business- 
man who said that even Prime 
Minister Victor Chernomyrdin 
believed his telephones and 
offices were under surveil- 
lance. The prime minister, he 
said, had returned to the 
Soviet practice of holding 
important conversations dur- 
ing walks in parks. 

But reformers like Mr Alek- 
sashenko say that, despite the 
increasing strength of the con- 
servative security structures, 
on a practical level much of 
the routine work of economic 
transformation continues. 
Regardless of the appointment 
of a conservative minister of 
privatisation. Mr Aleksashenko 
points to the fact that within 
the ministry itself “the whole, 
reform-minded staff is still in 
place.” 

“I ran imagine a situation in 
which the army continues to 
wage tins small war and at the 
same time the government will 
continue to implement eco- 
nomic ref onus.” 



Taking Licensed Business Management 
Into The 21st Century 


Since the early 1930‘s, Mercury Leisure 
and MDP have established an enviable 
reputation for delivering quality solutions 
and achieving real results in the 
challenging and highly-specialised field of 
the licensed leisure industry. 

Today, under our new name of Mercury 
Management part of Mercury Taverns pic 
we’re gearing up for the new millennium, 
offering clients in every sector of the 
. leisure industry the benefits of the 
proven experience, professionalism and 
committed, profit-oriented service only 
Britain's leading specialist consultancy can 
provide. 

Our totally flexible business 
packages can be tailored to 
meet the specific needs of 
public houses, hotels, night- 
clubs. cafe bars, restaurants 
and other licensed outlets. 



Our services include: - 

HD Operation and management of licensed 
premises throughout England, Scotland 
and Wales. 

H] Full accounting and financial services. 

® Provision of management at short 
notice. 

@ Advice on all aspects of licensing. 

11 A full consultancy service for 
refurbishment, marketing, property 
sales and acquisitions. 

SO Long or short-term services on an 
agreed, fixed fee basis. 


For details contact Mark Butler 
on 01827 310000 (UK) or Paul 
Devall on 0131 555 5568 
(Scotland) and let Mercury 
Management drive your 
business forward into the 
21st century. 


Mercury Management 

Total Business Management for the Licensed Leisure Industry 
• Mercury House, Amber Business Village, Amington, Tam worth, Staffs B77 4RP. J 
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A Chechen fighter sprints across a street in central Grozny 
yesterday, as fighting round the capital continued ap 
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pledge on 
military contacts 


By Michael Lmdetnann m Bonn 

Mr Volker Rfihe, Germany's 
defence minister, has pledged 
to fry his best to maintain ties 
with the Russian armed forces, 
despite rising east-west tension 
over Chechnya and Moscow's 
cancellation of German-Rus- 
sian military manoeuvres. 

“At this precise moment it 
would be wrong to scale down 
contacts.” Mr ROhe told the 
news magazine Der Spiegel in 
an interview published yester- 
day. 

Chancellor Helmut Kohl, 
normally a strong supporter of 
Russian President Boris Yelt- 
sin, had on Saturday 
denounced the war in Chech- 
nya as “complete madness". 
Yet Mr Rflhe, who has often 
taken a sceptical attitude 
towards Russia, stressed the 
need to keep links with 
Moscow intact if possible. 

The minister said an invita- 
tion to General Pavel Grachev. 

the Russian defence minis ter 
to visit Germany soon was 
“still on the table". The Ger- 
man Defence Ministry said the 
trip was scheduled to take 
place in March. 

The newspaper Welt am 
Sonntag said the first German- 
Russian exercises had been 
due to take place next month 
but were cancelled because the 
Russian units involved were 
being deployed elsewhere. 

The Defence Ministry con- 
firmed that a bilateral exercise 


had been called off, but said it 
had never been expected to 
take place before the summer. 

In another sign of tension 
between Bonn and Moscow, 
the Russian authorities refused 
to give visas to two German 
parliamentarians who were 
hoping to discuss Chechnya 
with counterparts and human 
rights groups in Moscow. 

Mr Rfihe said Russia bad vio- 
lated its obligations as a mem- 
ber of the Organisation for 
Security and Cooperation in 
Europe. These included the 
OSCE’s latest agreements, 
sealed at last month's Buda- 
pest summit 

The Russians had foiled to 
give notice of troop movements 
involving more than 9,000 sol- 
diers within the required 72 
hours. “A country that wants 
to live in a common European 
home must keep to the stan- 
dards that have been set" Mr 
Rfihe said. 

“In a situation like this I am 
not in favour of breaking all 
links with Russia. What I am 
in favour of is saying quite 
dearly and openly what inter- 
national agreements Russia Is 

fiisrg g^ fding . ** 

The joint German-Russian 
exercises, near St Petersburg, 
would have involved around 
100 German troops who 
together with their Russian 
counterparts would have prac- 
tised peacekeeping missions, 
according to the German 
Defence Ministry. 


Paris takes cultural 
battle to Brussels 

Andrew Jack and Emma Tucker on France s fight 
to protect its language from Hollywood influence 


he battle lines are 
drawn, the characters 
colourful, the plot 
strong. The only question is 
whether the debate over EU 
broadcasting quotas would be 
better televised as a Holly- 
wood-style blockbuster or a 
late-night philosophical discus- 
sion from a smoke-filled Paris 
cafe. 

This week the tension 
between cultural preservation 
and free markets reaches a 
peak in Brussels as ministers, 
officials and lobbyists fight 
over the prospect of tightened 
limits on the amount of Euro- 
pean-produced material that 
broadcasters within the Euro- 
pean Union must use. 

At issue is the Television 
without Frontiers directive, 
with proposals to close the 
loopholes which would ensure 
that at least 5L per cent of the 
material shown on European 
channels is produced within 
the continent 

It is the French who are 
most in favour of tightening 
the loopholes. Ironically, it is 
one of their own countrymen, 
the head of the Commission's 
legal services unit, who must 
decide in the next few days 
whether European law will 
permit any formal decisions, 
including a resolution to the 
TV debate, to be made after the 
formal end of Jacques Defers' 
Commission presidency last 
Friday. 

No European country is 
more sensitive to the issue of 
conflict between culture and 
free markets, and nothing 
excites the Gallic temperament 
more than when the debate 
centred on its most sacred 
product language. 

It is no surprise that Mr Jac- 
ques Toubon, French minister 
of culture, has been at the fore- 
front of the battle. Dubbed 
“Jack Allgood” - a literal 
English translation of his 
name - by his critics, he mas- 
terminded the introduction of 
rules last year to reinforce the 
use of the French language 


against the threat of foreign 
words. 

Speaking to Le Figaro news- 
paper on Saturday. Mr Toubon 
said: “We are not willing for 
tiie creation of a bureaucratic 

European cinema system, we 
are asking for those things 
that would allow us to compete 
with the Americans, who have 
a formidable bureaucracy and 
are very protectionist about 
the cinema and audio-visual 
matters." 

France has long taken 
explicit steps to support its cul- 
tural industry- “A free market 
Still needs a minimum of 
rules," says a Ministry of Cul- 
ture spokeswoman. “We want 
to preserve diversity of cul- 
ture." 

Mr Antoine Veronique. secre- 
tary general of the French fed- 
eration of film distributors, 
says: “Without quotas Euro- 
pean production will no longer 
exist This is a fragile Industry. 
It is not simply a question of 
several hundred film produc- 
ers' Jobs, or those of artiste and 
tw»hwirian« It’s about cultural 
life.” 

The country has long used 
quotas to help provide support 
“Our system is very compli- 
cated, and the most regulated 
in Europe,” says one senior 
television executive who pre- 
fers not to be named. “It's a 
tittle too much. It is unfair 
when we complete with broad- 
casters in other European 
countries." 
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rench television chan- 
nels are forbidden to 
show films on Wednes- 
day evenings, to encourage 
people to go to the cinema on 
the day new films are tradi- 
tionally released. Nor can they 
show films on Friday and Sat- 
urday nights at peak periods, 
which would also otherwise 
threaten to damage cinema 
audiences at their best times. 

Each channel is also permit- 
ted to only show a certain 
number of films each week, 
totalling just over 100 each 


year. Sixty per cent of these 
films shown have to be Europe- 
an-produced, and 50 per cent 
French-speaking. 

The television channels are 
obliged to invest some 15 per 
cent of their turnover in 
' French-speaking fiction, docu- 
mentaries and animation, and 
3 per cent in film co-produc- 
tions. Canal Pius, the pay TV 
service, is obliged to invest 20 
per cent of its turnover in. pur- 
chasing rights to films, of 
which nearly half must be 
French-speaking. From next 
year it will also be required to 
start investing directly in 
French TV and documentary 
production. 

In addition, the government 
collects a special tax off per 
cent of turnover from all the 
broadcasters, which is then re- 
distributed to television pro- 
duction companies when their 
work Is transmitted. 

French broadcasters have 
tried to keep a low profile dur- 
ing the Brussels debates. They 
acknowledge that there is a 
riom- rtBmnwri from European 
audiences for some European 
productions. On the other 
hand, the costs can be 
extremely frigh- 

“If there were no obligations 
to support French industry. 
I'm not sure we would have 
spent so much on its films," 
says one broadcaster. “When 
you buy a US TV movie it costs 
about FFr300.000 [£35,000]. The 
rights for a French production 
are about FFrfon. It’s the price 
you pay for fresh local produc- 
tion. Without quotas we would 
certainly buy some local films 
but not at the same levels.” 

Despite all the regulation, 
neither quality nor quantity is 
guaranteed. 

French-produced television 
remains at least as variable in 
quality as that in other coun- 
tries across the EU. With its 
gfaipip of quiz. programmes and 
soap operas, French television 
is beginning to resemble Its 
equivalents elsewhere in all 
but language. 


MTV faces challenge 
for Asian music market 


By Alice Rawsthom 

MTV is not the sort of 
company that shies away from 
a fight Its international net- 
work of satellite music chan- 
nels is by far the most power- 
ful medium in the music 
business, but its relationship 
with the music establishment 
has never been less than 
stormy. 

The battle between MTV and 
the music industry ranges 
from everyday rows over remu- 
neration to official complaints 
to the US Justice Department 
and European Commission. 
Last week it took a new turn 
when four of the world's larg- 
est entertainment groups 
joined forces with Star TV, Mr 
Rupert Murdoch’s Asian satel- 
lite television venture, to take 
on MTV in Asia. 

The new liaison between 
Star and the four groups - 
Time Warner, Sony, Thom-EMI 
and Bertelsmann, all of whom 
now have equity stakes in 
Channel [V], the Star music 
service - represents the tough- 
est challenge so far to MTV’s 
position as the world’s most 
influential music marketing 
medium. 

The combination of the Mur- 
doch media empire and the 
four groups control over 50 per 
cent of the S30bn (£i9.2bn) 
worldwide music market 

Mr Bill Roedy, president of 
MTV Networks International, 
claims to be unconcerned. “We 
have competitors all over the 
world,” he said. “There’s no 
reason why this situation 
should be different” 

MTV. a subsidiary of Via- 
com, the US entertainment 
group, has access to 250m 
homes in 63 countries. This 
means it has considerable 
clout in the music industry. 


c h a n n • l 
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But MTV needs the enter- 
tainment groups as much as 
they need it they supply the 
videos that are its main source 
of programming. The music 
groups occasionally extract 
concessions from MTV. But 
MTV usually holds the win- 
ning hand, as it can play off 
one company against the oth- 
ers, whereas they have no real 
alternative. MTV’s rivals are 
specialist channels in the 
US. playing 
particular 
types of 

music, and 
national sta- 
tions in 

Europe, such as France’s MCM 
and Videomusic in Italy. These 
channels are not as well- 
funded as MTV and are less 
able to negotiate for exclusive 
interviews, first-run videos and 
live events. 

The industry has stepped up 
its efforts to erode MTV’s 
power. Time Warner, Sony, 
Thom-EMI and PolyGram last 
year announced plans to invest 
in new video music channels 
in the US and Germany. 

MTV successfully blocked 
the US launch by initiating a 
cartel investigation by the Jus- 
tice Department. Viva, the 
German chan- 
nel, has come 
on air. Mr 
Roedy claims it 
has bad “no 
effect” on MTV’s audience or 
advertising, but MTV has made 
a formal complaint to the 
European Commission about 
Viva's ownership. 

The picture now looks very 
different in Asia. Sony, 
Warner. Bertelsmann, and 
Thom are investing In Chan- 
nel [VI the Star music service 
which was launched last April 
after Star, which previously 



transmitted MTV Asia, Ml out 
with MTV. 

Channel [V] went on air the 
next day as all the MTV Asia 
staff inducting the presenters, 
were contracted to Star, rather 
than to MTV. It now transmits 
two services - one in Chinese, 
the other in En gtiah - to 220m 
Aslan homes. 

Meanwhile MTV has been 
trying to relaunch its Asian 
service. MTV India has been on 
air for 2% hours a day since 
October. But the launch of 
MTV’s two new pan-Asian 24- 
hour channels, scheduled for 
December 31. has been delayed 
until “some time in early 
1995”, according to Mr Roedy. 

Meanwhile Mr Murdoch has 
been strengthening Channel 
[VTs position. He had hoped to 
persuade Sony, Time Warner, 
Bertelsmann and Thom to give 
it exclusive rights to their 
videos in. Asia. 

They refused, presumably 
because they were concerned 
about imperilling their rela- 
tionship with MTV in other 
marke t s . But this week’s deal 
means that they are likely to 
give first-run videos and artist 
interviews to Channel [V]. 

Unlike the US and Europe, 
there is no pan-Asian regula- 
tory body for MTV to appeal 
to. When the new MTV Asia 
comes on air MTV wifi, for the 
first time, face a rival of equal 
calibre. It will even be compet- 
ing against its own old present- 
ers. Mr Roedy has lured back 
some of his old production 
team - but the video jockeys 
are staying at Channel (V]. 


Madrid orders corruption probe 


By Tom Bums n Madrid 

Spain’s beleaguered government has 

responded to a string of highly sensitive 

political scandals by ordering its own 
investigations into corruption allegations 
in the Interior Ministry, in an attempt to 
regain the political initiative. 

According to a report leaked yesterday 
to the influential and generally pro-gov- 
ernment Madrid newspaper El pals, three 
senior officers of the paramilitary Gnar- 
dia Civil corps are due to be indicted on 
charges of embezzlement following an 
internal inquiry into housing co n tracts 
for members of the corps. 

The El Pals report apparently substanti- 
ates claims by officials that the govern- 
ment is seeking to dean its own stables 


and thereby preempt apposition calls that 
Mr Felipe Gonzdlez, the prime minister, 
should call elections because it has been 
unable to prevent widespread corruption 
within the ad minis tration and especially 
within the security services. 

An opinion poll published yesterday by 
El Mundo, a Madrid daily that hiw led 
media investigations into government 
scandals, 64 per cent of Spaniards believe 
the government was directly involved in a 
shadowy death squad that in the mid- 
1980s murdered 23 presumed Basque sepa- 
ratists in southwest France. A majority of 
those polled said they wanted Mr Gonz- 
Slez to resign. 

Fears that the corruption scandals 
would fuel political instability brought 
the peseta to a new low against the 


D-Mark at the end of last week and 
prompted further market losses, despite 
the Bank of Spain’s move on Thursday to 
raise its key money rate. 

The interior ministry’s investigations 
are linked to a Guardia Civil corruption 
network that was allegedly put in place 
by the former head of the corps, Mr Lnfs 
Roldfin, who fled Spain last May, 

The government is threatened by two 
potentially explosive indicia] investiga- 
tions. One Madrid judge investigating the 
1980s death squad has already remanded 
in custody three former senior security 
chiefs on charges of attempted murder 
and another Is examining evidence of 
alleged wide criminal misuse of secret 
funds by top interior ministry officials. 
See Editorial Comment 
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US parties Mexico bank system hit by ratings downgrade 
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over budget 


% J untie Martin In Washington 

Battle lilies between the 
Republican majority ta the US 
Congress and tbe Democratic 
party were - drawn more 
sharply over the weekend an 
two imminent policy issues r 
the balanced budget constkn- 
tional amendment and a possi- 
Mfi recommendation by Presi- 
dent Bill Clinton this week to 
increase 'the federal Tnirdmurn 
wage. 

Congressman Dick Armey 
from Texas, new majority 
leader in the House, yesterday 
rebuffed Democratic challenges 
to state in advance how the 
federal budget could be bal- 
anced by the year 2002, as pro- 
posed in the amendment, 
before Congress begins consid- 
ering it next week. ~ ; 

In a television interview he 
said “knees will buckle", in 
Congress if itemised spending 
cuts had to be outlined before- 
hand. r Oh Friday, in' comments 
instantly criticised by adminis- 
tration and congressional Dem- 
ocrats, he had said: “I am pro- 
foundly convinced that putting 
the details ont would make - 
that [passage] virtually Impos- 
sible-”-. ; 

On the same programme, 
Senator Tom Daschle of South 
Dakota, the minority leader 
and previously a supporter of 
the balanced budget amend- 
ment, committed his party to 
laying out a detailed plan. He 
accused Republicans of trying 
to foist “a pig in a poke" on the 
country. . 

Vice-President A1 Gore.’ in 
another TV interview, 
observed that the president 
could not veto the amendment 
if it passed Congress and was 
referred for ratification by 
three-quarters of the states. 
But he added: “Let’s amend the 
amendm ent to spell out what it 
means” at least in generalised 
terms, if not in all the fine 
print 

Senator Trent Lott of Missis- 
sippi, the majority whip, took a 
softer line than the combative 
Mr Armey, thus underlining - 
the differences of ^Segupfican 


approach between the more 
ideological House and mem- 
bers in the Senate. 

He thought the budget could 
be balanced over seven years 
by “controlling the rate of 
growth" in federal spending 
and by incorporating a variety 
of savings already advocated 
by governors of the states. 

' He also noted in conciliatory 
vein that the two principal 
Republican budget chairmen - 
Senator Pete Domenici and 
Congressman John Kasich - 
would shortly be proposing 
spending reductions to finance 
proposed Republican tax cuts, 
another challenge thrown 
down by Mr Clinton that all 
tax cuts should be “paid for” so 
as not to increase the deficit 

Mr Lott was also far from 
sure that Mr Clinton would in 
the end propose this week a 
SO cent increase in the mini- 
mum wage, currently $4.25 
an hour. 

Mr Robert Reich, the labour 
secretary, has openly recom- 
mended a 50 cent rise and 
some of the president's politi- 
cal advisers, if not his eco- 
nomic ones, have advised that 
a gesture to poorer working 
glass Americans, traditionally 
a Democratic stronghold, is in 
order. 

But Mr Armey dismissed a 
minim um wage increase as 
“unacceptable public policy" 
which would cost jobs and it is 
probably the case that Republi- 
cans would throw any proposal 
out should the president make 
if. 

However, Congressman Rich- 
ard Gephardt, the minority 
leader, took Mr Armey to task j 
in what rapidly degenerated ! 
into a televised shouting 

matnti- 

Mr Armey, notoriously 
short-tempered, cited a Texas 
university janitor who had lost 
his joh because of the last 
increase in the minimum wage 
and Mr Gephardt shot back 
that he could name a thousand 
cases where- lower paid 
Americans had held jobs and 
kept pace with inflation by 
having their base pay raised. 


By Ted Bardacka in Mexico City 

The health of the Mexican banking 
system came under severe Question- 
ing at the weekend as a leading inter- 
national rating agency downgraded 
its ratings for some deposits of Mexi- 
can banks a toll two grades. 

Worries about the solvency of some 
banks were also blamed for turbu- 
lence in the currency markets and the 
weakening of the peso which occurred 
towards the end of trading on Friday. 

Moody’s Investors Service lowered 
its ratings for long-term foreign cur- 
rency-denominated deposits of Mexi- 


can banks from BaZ to BL The agency 
also lowered its ratings for the Mexi- 
can government's domestic currency- 
denominated bonds (bondes) from 
Baal to Bae3 and for peso short-term 
obligations (cetes and tesobonos) from 
Prime-2 to Prime-3. 

Moody's said that the 40 per cent 
devaluation of the Mexican peso over 
the past three weeks “will, hurt the 
already problematic health of the 
Mexican banking system.” The 
agency added that “not only will the 
devaluation accentuate pre-existing 
weaknesses - in particular, very poor 
asset quality and very poor reserve 


coverage - but it may also disrupt the 
structural adjustment processes that 
are necessary for the banks to be able 
to withstand deregulation and 
increasing competition." 

The agency said that many banks 
may have to resort to a special central 
bank capital fund in order to meet 
their foreign currency obligations. 

Traders and local press reports on 
Saturday said it appeared some for- 
eign banks, worried about liquidity 
problems, were beginning to call in 
lines of credit extended to domestic 
banks. As domestic banks went into 
an already thin market to buy the 


dollars necessary to pay back the 
credit lines, the peso weakened to an 
historic low of 5.9 to the dollar before 
recovering slightly. 

Foreign bank concerns about their 
dollar credit and loans extended to 
Mexican banks appear to be accentu- 
ated by the £act that many of these 
loans are backed by tesobonos owned 
by Mexican banks. Tesobonos are 
short-term peso-denominated instru- 
ments with a built-in exchange rate 
coverage mechanism. Questions about 
how the Mexican government will pay 
back these securities, more than 
S29bn (£l8.7bn) of which come due 
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W atching for the T equila hangover 


this year, have been a main investor 
concern since the peso’s devaluation. 

Mr Jose Garcia Cantera, banking 
analyst at New York brokerage house 
Salomon Brothers estimates between 
S5bn and SlObn in Tesobonos were 
used by Mexican banks as collateral 
to get dollar credit from foreign 
banks. “Mexican banks went into this 
crisis very weak,” said Mr Garcia. 
“It's going to be very tough to get 
through it The central bank is going 
to have to come up with rule changes 
and restructuring schemes for confi- 
dence to be restored.” 

See People page 


Argentina 

extends 

credit 


SOUTH AMERICA 


Brazil has become so 
accustomed to being treated as 
a wayward relation by the 
international financial commu- 
nity that the sight of a crisis in 
Mexico, the favourite son, was 
bound to trigger a mood of 
schadenfreude. 

The influential Brazilian 
weekly Veja, under the over- 
worked headline “Tequila 
hangover”, decided the crisis 
showed “the real Mexico is a 
poor country which was behav- 
ing as if it were rich. The Mexi- 
can middle class’ party is over. 
The party for the workers, 
which never began, has been 
delayed once more”. 

After initial gloating, when 
several papers highlighted 
optimistic forecasts from stock- 
brokers that foreign capital 
would turn away from Mexico 
and towards Brazil, a mood of 
introspection has taken hold. 
Could it be, the media is ask- 
ing, that Brazil's apparently 
successful Real currency, 
which has brought monthly 
inflation down, is headed for 
the same slippery slope as the 
Mexican new peso? 

Rio de Janeiro’s Jomal do 
Brasil had a gloomy piece sug- 
gesting Brazil was indeed in 
danger of copying Mexico's 
mistakes. Mexico, the paper 
argued, relied on a US dollar 
link and an overvalued cur- 
rency for too long. The paper 1 
warned that the Real, also 
informally linked to the dollar 
and widely agreed to be over- 
valued, could lead to a large 


trade deficit and an over-reli- 
ance on foreign capital 

Government denials failed to 
impress Mr Antonio Delfim 
Netto, the former pl ann ing 
minister writing in the Gazetta 
Meramtil financial daily. Like 
many in the business commu- 
nity, Mr Delfim Netto criticises 
the exchange rate for damag- 
ing exports and development. 

“We are without a fiscal 
anchor and without a mone- 
tary anchor. The only anchor 
on which the Real is hanging 
is this senseless exchange rate 
policy,” he wrote. 

Amid the gloom, the Estado 
do Sao Paulo did manage to 
find some good news: despite 
Mexico's problems, there was 
no danger of price rises for 
Brazil's annual imports of 
240,000 bottles of tequila. 

A headline in Clarin, the 
best-selling Argentine daily, 
asked: “How far can the Mexi- 
can wave go?” The Mexicans, it 
says, invented the wave which 
sweeps around sporting stadi- 
ums, and a similar effect has 
been seen in financial markets: 
“Mexico incites the interest 
and fear of global investors, for 
which all of Latin America 
pays the consequences.” 

For this not to occur, says 
business daily Ambito Financi- 
er o. Argentina must mount 
“Operation Differentiation”, 
pointing out to international 
investors - who tend to think 
of Latin America as a homoge- 
neous bloc - structural differ- 
ences between Mexico and 
Argentina. 

Mr Domingo Cavallo, econ- 



BrazH's President Cardoso 
tries to keep the economy 
afloat as seen by a cartoonist 
for Gazetta Mercantil 

omy minister, has been doing 
just that, and will be In New 
York tomorrow to talk directly 
to bankers and investors. His 
pitch, says Ambito. should not 
centre on academic talks about 
economic models, but should 
stick to the concrete affirma- 
tion of Argentina’s solvency 
and its ability to meet upcom- 
ing debt payments. 

Earlier, rival business daily 
El Cronista reacted with disap- 


pointment to the economic res- 
cue package announced by 
Mexico's president, Mr Ernesto 
Zedillo. “Mexico goes to the 
Devil and in falling drags down 
all regional markets.” 

Another Cronista article 
looked with nervousness at dif- 
ficulties within Argentina's 
h anking system: “The Mexican 
crisis, problems of Banco 
Extrader [suspended from trad- 
ing] and rumours on delays in 
debt payment are posing ques- 
tions about the solvency of the 
Argentine financial system." 

Paginal 12, a left-wing daily, 
said Argentina had followed 
closely on the heels of Mexico 
since the 1982 debt crisis. 
Referring to an article called 
Waltzing on the Titanic, it said 
that to pretend Argentina was 
different from Mexico was 
“like looking the other way 
while a neighbouring ship 
sinks in the engulfing storm.” 

For readers of Chile's quality 
daily, £2 Mercurio. the undis- 
puted opinion maker among 
the elite, the Mexican crisis 
was mostly about the unre- 
solved social and political prob- 
lems represented by the rebel 
army of the Frente Zapatista in 
the southern state of Chiapas. 

“El Peso Zapatista”, which 
translates as “the Zapatista 
currency”, was the headline on 
its first leader on the subject 
Two-thirds of the space was 
given to discussing the Chia- 
pas uprising, the rest to a brief 
description of the economic cri- 
sis, ending with a rap on the 
knuckles for the Mexican gov- 
ernment for its “vacillations". 


There is more malice in Mer- 
curic's position than concern 
for Mexico's poor. A fervent 
supporter of the military dicta- 
torship of General Augusto 
Pinochet, the paper’s owner 
and editors had to stomach 
Mexican criticism of the Chil- 
ean regime's human rights vio- 
lations and other undemocratic 
practices for 17 years. This was 
a chance to get its own back. 

It said finan cing a balance of 
payments deficit with 
short-term borrowing is risky, 
and warned against excessive 
government spending. 

As for the knock-on effects 
from Mexico, the paper con- 
cluded that the crisis would 
inevitably affect investment 
Hows to the rest of the region 
hut "fortunately, the Chilean 
economy is very strong and 
even the worst scenario should 
not affect it significantly' 1 . 

Chileans have been worrying 
more about consequences of 
the Mexican crisis on Argen- 
tina. Fears of a drastic devalu- 
ation of the Argentine peso hit 
the share prices of Chilean 
electrical companies, heavily 
exposed in Buenos Aires. A 
Mercurio columnist advised 
Argentines to maintain the dol- 
Iar-peso parity at all costs. 

Chile faced a similar crisis in 
1982, he reminded his readers, 
when it had a fixed exchange 
rate, and devalued, with disas- 
trous effects on growth, 
employment, and inflation. 

By Angus Foster in Sao Paulo. 
David Filling in Buenos Aires 
and Imogen Mark in Santiago 


By David Pilling 
in Buenos Aires 

Large Argentine banks are to 
extend credit lines to smaller 
institutions whose operating 
conditions have been severely 
affected by the fall-ont from 
Mexico's financial crisis. 

The measures, announced by 
the government over the week- 
end. are aimed at ensuring 
that liquidity problems, which 
have already contributed to 
the suspension from trading of 
one bank and one broker, do 
not spill over into a fully- 
fledged banking crisis. 

“The central bank is acting 
in a preventative capacity to 
ensure that problems of liquid- 
ity do not become problems of 
solvency," said Mr Domingo 
Cavallo, Argentina’s economy 
minister. Small Argentine 
institutions have been hit by 
the near-trebling of interbank 
rates - on some days to nearly 
30 per coat - and by the fall in 
the price of bond holdings. 

Under the scheme, roles gov- 
erning reserve requirements of 
tbe five largest private banks 
- Frances, Galicia, Rio, Cr6- 
dito Argentino and Citibank - 
will be relaxed. This will free 
up additional resources which 
will be on-lent to small banks 
that are facing “transitory" 
liquidity problems. The gov- 
ernment has stressed that tbe 
measures are not intended to 
bail out insolvent institutions. 

Argentina has been the 
Latin American market most 
battered by Mexican shock- 
waves. 
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Beijing plans 
to expand 
forex trading 


By a correspondent in Beijing 

China yesterday announced 
plans to broaden its fledgling 
market-style financial system 
by expanding foreign exchange 
trading and allowing foreign 
joint venture banks into the 
capital Beijing for the first 
time. 

Anticipating a tightening in 
foreign currency reserves this 
year, the Shanghai-based 
China Foreign Exchange Trad- 
ing Centre and its rate-setting 
system will increase the num- 
ber of currencies traded and 
start forward transactions on a 
trial basis, an official of the 
State Administration of 
Exchange Control said In a 
report in the official Business 
Weekly newspaper. 

The centre, which opened 
last April as China's interbank 
foreign exchange market and 
is linked via computer to 23 
cities, is also considering a pro- 
posal for computerised remote 
trading, the o fficial said. Cur- 
rently, only US dollars and 
Hong Hang dollars are traded 
in spot cash transactions. More 
than US$38.5bn and 
HK$l8.35bn have been traded 
in the market to date. 

The measures are intended 
to “ensure a smooth transition 
to make the renminbi freely 
convertible". 

However, to date, China has 
only made vague pledges to 
TnaVp its renminbi yuan cur- 
rency convertible by 2000, and 
in the near-term intends to 
keep the unit under tight con- 
trols as a bulwark against the 


inflation, the official said. 

In recent months, steps 
toward establishing market- 
style institutions have been 
retarded by soaring inflation 
and fears of unrest Last week, 
the official People's Dally 
newspaper warned that a 24J2 
per cent rise in retail prices 
and 21.7 per cent jump in the 
consumer price index in 1994 
threatened social and economic 
development 

However. China has been 
under pressure from the US 
and other western countries to 
free its currency and its bank- 
ing sector as Beijing negotiates 
to enter the new World Trade 
Organisation this year. 

In a move toward further 
opening the yuan market to 
foreign banks, the government 
also announced yesterday that 
several overseas joint-venture 
h anks would be allowed into 
Beijing soon. Some foreign 
banks have joint ventures in 
Shenzhen, Shanghai, Guang- 
zhou and other coastal cities. 
But they have been blocked 
from opening branches in the 
capital anri cnn fi lterin g transac- 
tions in yuan. 

A dozen banks will be cho- 
sen from a list of SO institu- 
tions from the US, Japan, Ger- 
many- and Hong Kong, the 
China Economic Times said. 
The official newspaper did not 
spell out criteria for choosing 
the candidates, although it 
named the Chinese partners as 
the Bank of China, the Indus- 
trial and Commercial Bank of 
China and the People’s Con- 
struction Bank of C hina 


Sri Lanka peace 
remains fragile 


By Mervyn de SQva 
in Colombo 

Pope John Paul’s brief visit to 
Buddhist Sri lj»nka later this 
month could help President 
Chandrika Kumaratunga con- 
vert the “cessation of hostili- 
ties" that began yesterday into 
a formal ceasefire in Sri Lan- 
ka's 11-year war against the 
secessionist Tamil Tigers 
(LTTE). Bat she can do so only 
if she agrees to further LTTE 
demands and ignores the 
army’s advice. 

After consulting the army 
high command she agreed to 
safe passage for up to 15,000 
Christian families of the north- 
ern peninsula, the Tamil home- 
land and LTTE bastion, to visit 
the capital Colombo to see the 
Pope on January 21. The army 
has agreed to supe rvise two 
routes but the LTTE insists on 
access to the mainland 
through Pooneryn, a heavily 
fortified camp which was 
attacked by several hundred 
Tigers two years ago. 

Since that incident, in which 
the army suffered 300 casual- 
ties, Pooneeryn has been con- 
verted into a vast fortress, 
with a large defence perimeter. 
It is also heavily mined. The 
LTTE had been sending scouts, 
many of whom died in land- 
mine explosions or were shot 
dead by troops. 

Mrs Kumaratunga is on a 
“hearts-and-mi nds" campaign, 
treating the LTTE as the de 
facto representative of the 


northern Tamils. Bat the devo- 
lution or autonomy she can 
offer cannot go further than 
what the majority Sinhalese 
regard as fair, otherwise she 
wffi face a backlash. 

With the cessation of hostili- 
.ties, Mrs Kumaratunga has 
made the island's minorities 
happy - the Tamils, the Tamil- 
speaking Moslems, the Indian 
Tamil plantation workers, and 
now with the Pope's visit, the 
Christian 8 per cent of the 
island's 17m people. Tradition- 
ally the Christian community, 
particularly the Catholics, 
voted for the conservative 
United National party. 

The difference between the 
50 per cent vote of the People’s 
Alliance which Ms Kumara- 
tunga led at the parliamentary 
polls in mid-August and the 
unparalleled 63 per cent she 
collected in November as the 
alliance’s presidential candi- 
date is explained by this sharp 
swing of the island's racial-reli- 
gious “block votes". Her slogan 
was “peace in our time". Now 
she must deliver. The LTTE 
knows that It has imposed its 
will on the Tamil community 
to become what It describes as 
“the sole legitimate spokes- 
man” of the Tamils. 

Mrs Kumaratunga is also 
seeking to win over the Tamil 
community by offering a 
SLRs39bn ($785m) programme 
for the reconstruction of war- 
ravaged Jaffna. Some of the 
funds needed will come from 
privatisation. 


HK property wakes up with a hangover 

The market is suffering from normality after last year’s euphoria, writes Simon Holberton 

.... . l i A,, nn* ran ham rain 


B usiness cannot get 
much worse For Mr 
Rocky Wong, 32, an 
assistant branch manager for 
Centaltae, a Hoag Kong estate 
agent In his five-year career 
Mr Wong has seen nothing 
quite like the current malaise 
in the territory's residential 
property market 
“The market is very bad," he 
says. “There are just no trans- 
actions.” 

Mr Wong plies his trade in 
the Yuen Long district of the 
colony’s New Territories. This 
is the heartland of middle 
Hong Kong, where foreigners 
hardly venture, English is 
rarely spoken and most people 
feel disconnected from the 
economic and political forces 
which shape their lives. 

He has the unenviable task 
Of mar keting Ba nhinia Garden, 
a 73-apartment development at 
Hung Shui Kiu. Work is nearly 
finis hed and the developer, 
Luk Hoi Tong, has 38 flats 
ready for pre-sale. The flats, 
which range in size from 618 sq 
ft to 1500 sq ft, are attractively 
designed in the western style. 
They feature bay windows and 
a pediment on the top of each 
six storey block. 

The fiats were selling for an 
average of HK$2,454 ($317) a sq 
ft, until Hong Kong’s leading 
property developers announced 
price cuts late last week of 
between 10 and 23 per cent. 
Now Mr Wong thinks Luk Hoi 
Tong will be lucky to sell 20 
units of the whole development 
until the market finds its 
level. 

Sitting at a desk strewn with 
paper, waiting for customers 
on a Saturday afternoon, he 


Hong Kong property 


Property prices 
(Orl 1990=, 100) 

350 


Corporate earnings from banking 
and property (ufeoftoai) 

70 


Hang Seng Index 

.13000 




1891 98 S3 94 



8-mom: Boobs HMarParar Ramth; 99 Vtotn^. FT en&m 


says: “People will wait to see if 
prices foil again.” 

Analysts with much longer 
experience in the market con- 
cur with Mr Wong's assess- 
ment. Mr David Faulkner, part- 
ner responsible for research at 
property consultant Brooke 
Hillier Parker, says: “Across 
the board the outlook is fairly 
bleak.” 

Even Hong Kong’s normally 
publicity-shy property com- 
pany chiefs are voicing con- 
cern about the market. Mr 
Cheng Yu-tung, chair man of 
New World Development, one 
of Hong Kong’s biggest house- 
builders, endorsed the view of 
Mr David Li, a prominent 
banker, when he called on the 
government to relax restric- 
tions on bank mortgage lend- 
ing. These rules limit banks 
lending to more than 70 per 
cent of a flat's value. 

Mr Cheng said- “Considering 


the weak, market at present, 30 
per cent is probably a more 
reasonable lending rate than 
70." 

The government is unlik ely 
to heed this call. Such a move 
would be seen as heralding the 
end to official intervention to 
cool the market, and the gov- 
ernment believes the market 
lias further to go before that 
signal can be given. 

Officials point out that the 
house price falls seen so far 
simply reverse the speculative 
blow-out of the first quarter of 
1994 when prices rose by more 
than 30 per cent Moreover - as 
Mr Tony Eason, secretary for 
planning, environment and 
lands, notes - the market 
could accommodate comfort- 
ably another 10 per cent fall in 
prices. 

"We should not panic about 
a return to normality," Mr 
Eason said. “If they do [drop 


by 10 per centl they will still be 
relatively comparable with 
1993 prices, and they will still 
be out of the reach of many 
potential purchasers.” 

Indeed it was the clamour 
about high prices, which 
started in 1993 and grew to 
fever pitch last spring, that 
prompted the government to 
tighten up procedures for the 
pre-sale of flats and to make 
more land available for devel- 
opment. This, together with a 
change in the interest rate out- 
look, led to an almost immedi- 
ate cessation of speculative 
trading in soon-to-be-completed 
fiats and the beginning of the 
fall in prices. 

The change in economic con- 
ditions has also led to failure 
at recent land auctions and 
more disappointments may be 
in the offing. In the next three 
months 12 auctions are sched- 
uled. three of which will be for 



Police make an arrest in Jerusalem at the weekend during a right-wing protest over attacks by Palestinian militants ap 

Election allegations trouble Rabin 


By Eric Silver in Jerusalem 

Less than two years before Israeli 
elections are due, Mr Yitzhak Baffin, the 
72-year-old prime minister, is battling for 
the credibility of his. leadership, his gov- 
ernment and bis peace negotiations with 
the Palestinians. 

Weekend allegations of collusion 
between his Labour party and the Pales- 
tine Liberation Organisation before 
Israel’s 1992 parliamentary elections have 
added to his woes. He had already fallen 
behind his right-wing Likud rival, Mr Bm- 
yamin Netanyahu, in the opinion polls, 
was fighting indiscipline In his parlia- 
mentary ranks and was getting an 
increasingly critical press. 

“He is very, very tired,” the cohmmist 
Mr Yoel Marcus wrote in the liberal daOy 
Ha’aretz. “He is not in control.” 

The collusion charges appeared in the 


memoirs of Mr Mahmoud Abbas (also 
known as Abu Mazen), who led the PLO 
team in the secret Oslo negotiations that 
produced the 1993 breakthrough. He 
reported in the book, The Road to Oslo, 
that a prominent West Bank business- 
man. Mr Said Kanaan, had a series of 
meetings with Mr Ephraim Sneh, now 
health minister, before the elections. 

Mr Sneh was said to have asked the 
PLO to refrain from endorsing Labour, 
which would have alienated Israeli voters, 
and urged the PLO not to wreck the then 
Washington negotiations, which would 
have played into the I.iknd government’s 
hands, or to press sneh sensitive issues as 
the status of Jerusalem or final frontiers. 
Mr Sneh was alleged to have advised the 
PLO to demand a freeze on Jewish settle- 
ment, thus putting Likud on the spot 

Both Mr Kannfln and Mr Sneh have vig- 
orously denied the Aba Mazen account 


They said on Saturday that one meeting 
did take place, but that there was no 
attempt to co-ordinate election strategy. 

None the less, Mr Netanyahu is making 
tiie most of Abu Mazen’s gift “If true,” 
the Likud leader thundered, “this is the 
worst outrage of its kind in the history of 
the state, involving not only the fixing of 
an election campaign, but doing so in 
collusion with the enemy.” Unless corrob- 
orative evidence is produced, Mr Rabin 
will probably face down the imme diate 
crisis. But his other troubles will not fade 
so quickly. 

A poll in the pro-Labour daily Davar on 
Friday suggested that if elections were 
held now Likud would win 42 seats in the 
120-member Knesset, 10 more than it won 
in 1992, and that Labour would slump 
from 44 to 36. In direct elections for prime 
minister, Mr Netanyahu would defeat Mr 
Rabin by 51 to 42 per cent 


Kurdish hopes founder on warlords’ rivalry 

The anti-Saddam forces are handicapped, writes John Barham, recently in Arbil, northern Iraq 


F ighting between rival 
Kurdish frictions in 
northern Iraq over the 
last two weeks has left about 
500 dead. It has also severely 
damaged US and UK efforts to 
nurture a regional administra- 
tion for the territory wrested 
from Iraqi President Saddam 
Hussein four years ago. 

Communications with north- 
ern Iraq are poor and accounts 
of the fighting contradictory. 
However, it seems clashes 
between the armies of the two 
main Kurdish warlords, Mr 
Massoud Bamni and Mr Jalal 
Talabani, have been concen- 
trated in Arbil, the regional 
capital 

It now appears that fighting 
is easing, following mediation 
by the Iraqi National Congress 
(INC), an anti-Saddam alliance 
based in northern Iraq. Guer- 
rillas, called peshmerga (first to 
death In Kurdish), are reported 
to be withdrawing from Arbil. 

Mr Barzani and Mr Talabani 
have been competing for con- 
trol of mainly Kurdish north- 
ern Iraq since their guerrillas, 
together with western troops, 
drove Mr Saddam’s forces out 
of the area at the end of the 
Gulf war. 



Diplomats and Kurds say 
fighting broke out after Mr 
Bamni and Mr Talabani foiled 
to agree on sharin g out tax and 
customs revenues. These have 
increased substantially since 
Turkey reopened its border 
with Iraq in September and 
started importing diesel oil in 
large quantities. Mr Bazzani’s 
KDP party, with about 15,000 
peshmerga under arms, con- 
trols the main border crossing 
into Turkey. The KDP is levy- 


ing about $100,000 a day in cus- 
toms revenues. 

The conflict is a tragedy for 
the region's 4m war-weary peo- 
ple and an embarrassment for 
the US and UK They, together 
with Prance and Turkey, pro- 
vide the Kurds with aid and 
enforce the United Nations' no- 
fly zone above the 36th paral- 
lel, a vital defence against Mr 
Saddam’s forces. 

US and UK attempts to foster 
a semblance of government in 


the area have repeatedly 
foundered on mistrust between 
the two leaders. 

The ramshackle city of Arbil 
has many of the accoutrements 
of real government, including 
an imposing parliament budd- 
ing: But real authority resides 
in the palaces built for Mr Sad- 
dam's lieutenants, since 
remodelled as luxurious bun- 
kers for Mr Barzani and Mr 
Talabani. 

Fighting last summer left 
about 2,000 dead and another 
6,000 wounded in battles over 
territory. Hopes rose in 
November that a lasting peace 
could be achieved after leaden 
signed a truce, their eighth in 
four years. Mr Barzani and Mr 
Talabani agreed to create a 
new coalition government But 
they continued to treat the 
other as enemies, never show- 
ing any intention erf surrender- 
ing real power. Peace was inev- 
itably short-lived. 

The prospects that INC medi- 
ation win end the fighting 
seem little better now than 
three months ago. Until the 
two sides are reconciled or a 
clear winner emerges, skir- 
mishes are likely to continue. 
The risk exists that these 


clashes could widen into civil 
war. The failure to establish a 
stable administration in the 
Kurdish enclave is a serious 
setback for the INC, which is 
also supported by the US and 
UK. It aims to establish a dem- 
ocratic, multi-party federal 
government in Baghdad after 
Mr Saddam is overthrown. 

The British and American 
anti-Saddam policy received a 
further blow last week when 
France announced it was open- 
ing a special interests section 
at the Romanian embassy in 
Baghdad. Mr Alain Juppe, 
French foreign minister, even 
Invited Mr Tarlq Aziz, Iraqi 
deputy prime minister, to Paris 
for the formal announcement 

Turkey is also seeking rap- 
prochement with Baghdad and 
supports an end to UN sanc- 
tions. Iraq was Turkey’s main 
trading partner before the Gulf 
war. Turkish officials claim 
sanctions have cost Turkey 
$20bn since then. 

Kurdish leaders insist sanc- 
tions remain in place. They 
claim Mr Saddam’s regime is 
in its death throes. They fear 
relaxing international pressure 
could give him a new lease on 
life. However, their own rival- 


ries are interfering with inter- 
national efforts to reverse the 
effects of Mr Saddam's 20-year 
war on the Kurds. He 
destroyed nearly all the Kurds' 
54)00 villages and uprooted and 
massacred populations. 

More than 80 official and 
non-governmental aid organi- 
sations are working on recon- 
struction projects. Yet even 
when they are not fighting 
each other, Kurdish factions 
try to grab as much foreign aid 
as possible for themselves. 

Crime is rife in Arbil, where 
Kalashnikov rifles cost only 
$30. Unemployment Is at 75 per 
cent Mr All Ahmed, a trader 
and father of three children, 
said: “There is not enough to 
live on. Now it is worse than 
six months ago. Lack of secu- 
rity and crime have brought 
business to a standstill.” 

Normal life will only begin 
the day their leaders set their 
rivalries aside. That day looks 
as far away as ever. But peace, 
it seems, can only come when 
one side emerges as undis- 
puted victor and imposes a jnst 
peace or there is a new regime 
in Baghdad with sufficient 
authority to bring effective 
government 


residential development and 
in current market conditions it 
is unclear how enthusiastic 
property companies will be. 

With further interest rate 
rises expected, potential home 
buyers may prefer to wait until 
the outlook becomes clearer. 
“People were prepared to 
stretch themselves when prices 
were rising. Now that they are 
not they are more cautious ” 
says Mr Faulkner. 

The malaise in the residen- 
tial market is mirrored in the 
commercial property market. 
The rent cycle has turned 
down - although it may take a 
year or more before the cur- 
rent weakness shows up in 
company profits - and there 
are indications that capital val- 
ues have also fallow 

They has not been a big com- 
mercial property sold in Hong 
Kong for nine months- But 
there have been a number of 
sales of floors of large build- 
ings that were broken up into 
strata titles. This was a highly 
speculative market a year ago 
and analysts are chary of read- 
ing too much into isolated 
transactions. However, one 
which occurred last week raise 
some concerns about capital 
values. 

This was for a floor of 9 
Queen’s Road in the prime cen- 
tral district of Hong Kong 
island. National Electronics, a 
watch manufacturer, sold the 
floor for HK$13,349 per sq ft, 
some 36 per cent below the 
peak price level of HKS2LOOO a 
sq ft achieved in April last 
year. The price was, however, 
50 per cent up on the HKS8.878 
sq ft the company paid fix' it in 
June 1993. 


As yet few have raised any 
serious concerns about Hong 
Kong’s leading property com- 
panies. When full-year 1994 
earnings are reported this 
spring, analysts expect them to 

be well up on those of 1993. 
What concerns them more is 
the outlook for 1995 and 1996. 

According to Morgan Stanley, 
the gearing of property compa- 
nies - their debt as a percent- 
age of equity - remained rela- 
tively stable last year at 
around 20 per cent This was in 
spite of a 51 per cent rise in 
borrowings to HK$97.9bn of the 
13 companies surveyed. 

Gearing remained 
unchanged because the compa- 
nies' total equity rose 53 per 
rent However, the main rea- 
son for the rise in equity was 
the revaluation of property. If 
companies have to revalue 
their properties downward in 
1995 and 1996. as seems likely, 
then gearing will rise. 

Moreover, the extra HK$33bn 
of debt which the property 
companies took on to their bal- 
ance sheets last year is expec- 
ted to lift their interest burden 
from HK$5J2bn to HK*9.1bn. If 
interest rates rise further, so 
too will the interest burden. 

Morgan Stanley concludes 
relatively optimistically that 
“this is hardly likely to 
threaten earnings, but it will 
dull margins”. However, Mr 
Faulkner believes that net 
asset values for property com- 
panies will come down and 
gearing will therefore rise. 

So for the slide In property 
values has been orderly. But In 
the absence of any good news, 
the risks are all on the down- 
side. 


INTERNATIONAL NEWS DIGEST 

Russia to finish 
Iran N-plant 

Russia has agreed to complete work on a nuclear power plant 
on Iran’s Gulf coast in a deal worth 3800m, according to Mr 
Kazem Khabir, the plant's acting director. Two German com- 
panies began work an the Bushehr plant in 1974, before 
Ayatollah Ruhollah Khomeini’s falumir revolution. The proj- 
ect was later halted and the plant was heavily damaged by 
bombing raids during the 1980-88 Iran-Iraq war. 

“The Iranian side entered into an accord with Russia worth 
5800m to complete the project and Moscow agreed to complete 
the first unit of the nuclear power plant within four years,” Mr 
Khabir said in remarks carried by Iran television. Mr Viktor 
Mi k hailov. Russia's nuclear energy minister who arrived in 
Iran on Thursday, earlier told Tehran newspapers that a deal 
to finish the plant's first unit would be signed soon. 

Mr Khabir said: “Ninety per cent of the construction work 
and 60 per cent of the equipment and machinery installation 
at the plant’s first unit, with a capacity of 1.30QMW, were 
completed by the German contractor ” He also said the Ger- 
mans completed 50 per cent of the construction work on the 
plant's second unit Mr William Perry, US defence secretary, 
on a visit to Jerusalem, yesterday said Washington was “very 
much concerned about the potential that Iran might become a 
nuclear power". Reuter, Nicosia 

Germany exceeds forecasts 

One of the German government's top economic advisers 
adjusted his forecast for the economic outlook upwards yester- 
day. saying western Germany could expect gross domestic 
product growth of up to 3 per cent this year. Mr Herbert Hax, 
head of a panel of five independent economic advisers dubbed 
the “Five Wise Men", said the recovery had exceeded expecta- 
tions when the panel last reported in November. “The develop- 
ments in the last three months indicate that the prospects are 
even better now than they were in the aut umn, " Mr Hax told 
the Express newspaper. 

The panel had forecast in November that pan-German GDP 
would grow by 3 per cent in 1994 and at the same rate in 1995. 
That meant GDP would rise by 245 per cent in western Ger- 
many and by around 9.5 per cent in the five eastern tender 
(states). Mr Has^s revised forecast is in line with projections 
made by the Munich-based Ifo economic institute which last 
week predicted that German GDP would grow by an average 3 
per cent over the next five years. However, the DIW e conomic 
think-tank in Berlin said the economy would expand by only 2 
per cent this year, down from S per cent last year. Michael 
Undemarm, Bonn 

Party treasurer speaks out 

The treasurer of France's Republican party, placed under 
investigation on Friday by magistrates in connection with 
politically linked corruption allegations, said at the weekend 
that at least two other government ministers were aware of 
“e wa Y hi which his party was funded. Mr Jean-Pierre 
Thomas, freasurer of the party which is part of France’s ruling 
centre-right coalition, said on television that Mr Francois 
Leotard, defence minister, and Mr Alain Madelin, enterprise 
minister, were fully informed about party fmawHng 
Mr Thomas, the deputy for Vosges, said he would not be 
made scapegoat for an investigation into Republican party 
funding when te worked under the authority and leadership 
of the leaders of the party. Mr Gdrard Longuet, former indus- 
try minister, was forced to resign last year after he was placed 
ontter examination m connection with the same political party 
ftmdtog probe. Mr Thomas, who was placed under examtaa- 
hon hy P^s^i judge Mireille Filippini, is being investigated 
f 11 Voices, fraud and being accomplice 

/?- j™i e - R S pi ^ llcan party is tbe party of Mr Valery 
Gucard d’Estamg's Union for French Democracy, which gov- 
ernstta country in coalition with the GaulHst RPR party. 
Andrew Jock, Pons 

Bosnian peace talks warning 

A Bosnian Croat leader yesterday warned that fl ghHwp would 
? ere under tefcraa four- 
m toy. to Kresimir Zubak. president of 
® deration, said: “Unless political talks 

on a final peaceful settlement in Bosnia begin by May 1 we 

V 1 activities." BfeaSo accused Ms 

Moslem counterparts of undermining their federation with the 

was brokered test jq^lhg to eiffi nearly one yw 

General Sir Michael Rose. UN commander in Bosnia, vester- 
an^pffhrt Mladic. Bosnian Serb commander, in 

< *f tades to implementing the ambitious 
SSS“Hl hoS ? it !? agreement But Gen Mladic 
black 80(1 wlut e" Proof that Moslem troops 
near SawjSS 
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Labour pledges 
improvement of 
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Mr Gordon Brown, the shadow chancellor, warned Britain’s 
banks yesterday that a Labour government would overhaul 
the retail b anking system to improve customer services. The 
warning comes as the banks prepare to announce 1994 earn- 
ings. expected to prove the most profitable in recent memory. 

Mr Brown pledged that Labour would introduce a range of 

reforms - including a new banking regulator - to ensure that 

consumers received “a better deal and a better service.” 

Rising bank charges and apparent insensitivity towards the 
needs of snail businesses and individual customers dining the 
recession have aroused hostility towards the high street banks 
which the Labour party hopes to exploit in its bid to win the 
next election. 

TSB, will kick off the bank reporting season this Thursday, 
with expected profits of £490m-£500m, up from £30 1m the 
previous year. Of the UK’s four leading clearing banks, ana- 
lysts forecast National Westminster to announce profits of 
about £1.5hn, up hum £S69m in 1993, while Barclays is expec- 
ted to announce, profits of around £1.8bn, up from £664m_ 

LloydsBank is likely to have 1994 pre-tax profits of around 
£L20bn, up from £L.031hn In 1993, while HSBC Holdings, par- 
ent company of Midland Bank, is expected to show pre-tax 
profits of around £2^bu, up from £2.584bn. 


Lloyd’s agencies ‘halved’ 


The number of agencies running insurance syndicates at 
Lloyd’s of London or handling the affairs of its members has 
fallen by more than 50 per cent in the past five years, accord- 
ing to figures compiled by the insurance market. The steep fall 
in members’ said manag in g agencies highlights the consolida- 
tion that has taken place at Lloyd's in recent years - largely 
as a result of big losses in the late 1980s and early 1990s. 

By encouraging corporate investors into the insurance mar- 
ket Lloyd’s has reduced the role of members’ agencies which 
handle the affairs of Names, individuals whose assets have 
traditionally’ supported toe insurance market 

Many agencies have, however, been forced into liquidation 
and face substantial legal claims for damages. 


New wage inflation fears 


Fresh indications that the recent strong economic growth Is 
fuelling wage inflation emerged yesterday in an employment 
survey.. The data, from Income Data Sendees, showed that 
many settlements concluded in January were running well 
ahead of the inflation rata 

With January typically considered to be one of the most 
important months for private-sector wage settlements, the 
data are likely to fuel fears that labour costs may accelerate 
next year, adding to inflationary pressures. 

Although the annual growth in unit labour costs has been 
extremely low in recent months, both official figures and those 
from the Confederation of British Industry’s pay databank 
have suggested that wages are nudging up. 


Defence ministry backs hunting 


Britain’s Ministry of Defence last night defended its decision 
to allow Army and Naval officers to go fox hunting while on 
duty. Defence Secretary Malcolm Rifkind wifi be asked by 
Labour this week to justify the time and money spent on the 
sport r 

But a ministry . spokesman .said men were allowed to go 
hunting at the djscretioh.of. their commanding -officers and as 
long as it did not. interfere with their duties. He said riding 
improved their skills as .cavalry, officers and it was natural 
that Army horses should be used as the Army benefited. 

*The costs - salaries and upkeep of horses - have to be paid 
for anyway. The sport is perfectly legal and all other costs 
have to be met by the personnel,” said the spokesman. 


Tourism effort for troublespot 


Efforts are being made to sell the “bandit country” of south 
Armagh in Northern Ireland as a tourist haven. 

A tourism officer is befog sought to change the image of the 
border region where, until the IRA ceasefire in September, 
police and troops were frequently killed by bombers and 
gunmen. 

But so far there has been little internet in taking up toe task 
and the local council has been forced to readvertise toe three- 
year post after only one of those short-listed for interview 
bothered to turn up after an initial advertising campaign. 

“The development of rural tourisn is a potent vehicle for 
local development, economic recovery, social progress and 
conservation of the rural heritage,” said a spokesman for toe 
Northern Ireland Tourist Board. 


Sunday law goes to the dogs 


A greyhound omped if You. Wish ran into the record books at 
a country racetrack early yesterday when it won toe Midnight 
Hoar Stakes at Mlldenhall greyhound track in Suffolk to give 
British dog bettors their first legal Sunday winnings for 200 
years. 

Course owners had decided to take advantage of new legisla- 
tion replacing the Sunday Observance Act of 1780 by stretch- 
ing its Saturday night card to end just after midnight Race 
mpptfng s took place later yesterday at seven other tracks. 

. . The new laws, part nf the Government’s Deregulation and 
Contracting Out Act 1994, also allow for betting offices to be 
open on Sundays. 


British Airways 
warns on plan for 
Heathrow airport 


By NeBBuckfey 
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Failure to build, a fifth 
terminal at London’s Heathrow 
airport would "fundamentally 
damage” the fixture prospects 
of British Airways, stop 4,000 
new jobs being created, and 
lead to Heathrow's long-term 
decline, the airline says. 

British Airways wifi today 
submit a 26-page report to the 
inspector leading the public 
inquiry - due to begin In May 

- into the application by the 
privatised airports authority 
BAA to build Heathrow's 
£900m terminal five. It warns 
that without ft, there will he 
insufficient capacity at Lon- 

. don's airports to meet demand. 

- That would damage BA’s 
fixture, mean passengers were 
less well served, and lead to 
Heathrow’s decline in impor- 
tance relative to continental 
European airports such as 
Buis and Amsterdam. 

k Objectors argue that Heath- 
row, which handles 51m pas- 
sengers a year, cannot grow 


without inflicting serious dam- 
age on surrounding communi- 
ties. A fifth terminal would 
increase capacity to 80m. 

But BA’s report rejects four 
“foil-back" options to deal with 
increased demand if terminal 
five were not built: 

• Redeveloping part of the 
existing airport at Heathrow as 
extra terminal space is impos- 
sible as land is not available. 
m Gatwick could not be expan- 
ded as its single runway has 
few slots remaining for addi- 
tional services. 

• Stansted also has only one 
runway, and is more remote 
from the main south-east 
En gland travel market 

• A regional airport could not 
be expanded as passengers 
from toe south-east would be 
unwilling to use it. 

The remaining option for 
BA, the airline says, would be 
to make the best use of a 
“capacity-capped" Heathrow 
and seek to grow through 
developing another European 
hub. 
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City may benefit from EMU, survey finds 


By David Marsh 
European Ecfitor 


A small majority of 
London-based financial institu- 
tions believes that European 
economic and monetary union 
(EMU) would increase business 
opportunities for the City of 
London, even though the UK is 
unlikely to take part 

An opinion poll published 
today also indicates that 54 per 
cent of City banks and finance 
houses believe Emu will be 
delayed as the result of the 
European Union enlargement 
that took place on January l. 

A total of 250 management 
representatives from 248 Lon- 
don-based institutions took 


Mr Tony Blair, Leader of Britain’s 
opposition Labour party, is being urged 
by two senior party colleagues to offer a 
referendum on sterling’s participation in 
a single European currency if he wins toe 
next general election. 

In a research paper published today by 
a leading Labour think-tank, two of the 
party's politicians call on Mr Blair to 


Immediately commit himself to a referen- 
dum on European Monetary Union before 
the final decision is taken to lock sterling 
into a single currency. 

The authors of the paper, published by 
the Institute for Public Policy Research, 
are Mr Alan Donnelly, a member of the 
European parliament and Mr David Ward, 
a former adviser to Mr John Smith, toe 


late Labour leader. They say the elector- 
ate will not have an opportunity to vote 
on Emu at an election because none of the 
main political parties is unequivocally 
opposed to a single currency. 

“The only way to make Europe less 
threatening and more popular to the peo- 
ple of Britain is to give them the clear 
opportunity to choose,” they argue. 


part in the survey, with two 
institutions providing answers 
from two representatives. The 
overwhelming majority - 89 
per cent - forecast that mone- 
tary union would take place in 
a two-speed process with a 
smaller group of countries 
going ahead first. 

Only 36 per cent of those 


questioned in the poll said 
Britain should be in the first 
group of countries going ahead 
with EMU. 57 per cent thought 
monetary union for all EU 
members would take place by 
2010, but 25 per cent thought it 
would never take place. 

According to toe poll, carried 
out by Harris Research for 


OMLX, the London Securities 
and Derivatives Exchange. 38 
per cent of respondents said 
EMU would increase business 
opportunities for the City. A 
share of 32 per cent said Emu 
would reduce opportunities, 
while 25 per cent said it would 
have no effect. 

The relative optimism about 


the business impact on the 
City counters the generally- 
held view that economic and 
monetary union without 
Britain's participation would 
d a m age the City's prospects. 

Most respondents expecting 
that EMU would add to Lon- 
don’s opportunities took this 
view because the City contains 


Europe's greatest financial 
expertise. Another reason was 
toe relatively low knowledge of 
specialised Financial products 
outside the UK. 

Most institutions surveyed 
were UK-owned (142), with 44 
from the rest of Europe, 22 
from Japan and 15 from North 
America. Respondents from 
UK-owned institutions were 
more optimistic than those 
from the rest of Europe that 
EMU would improve the City's 
business opportunities. While 
44 per cent of respondents from 
UK-owned institutions believed 
Emu would aid the City’s 
opportunities, 27 per cent of 
those from non-UK European 
institutions took this view. 


Farm minister under fire I Art thefts raise premiums 


By James BOtz 


Mr William Waldegrave, 
Britain’s Agriculture minis ter, 
yesterday defended himself 
against claims that calves from 
his farm in Somerset are des- 
patched to Europe and raised 
in the “ veal-crate ” system ban- 
ned in the UK. 

Amid continuing protests by 
British animal rights groups, 
Mr Waldegrave. who owns a 
1,000-acre dairy form, said he 
disliked the European practice 
of containing calves in crates 


but said that he and other 
farmers had little control over 
the practice. 

Anim al rights protesters 
have argued that, under the 
crating system, calves are 
treated badly, spending their 
lives in cramped conditions. 
They claimed at the weekend 
that Mr Waldegrave showed lit- 
tle unders tanding of the sys- 
tem and should resign. 

In a series of interviews for 
the press and television, Mr 
Waldegrave, who resigned as a 
director of the family dairy 


form when he took up his min- 
isterial job, said he had no con- 
trol over who purchased bull 
calves from his farm once they 
were sent to livestock markets. 

“I believe it is probably pos- 
sible to produce veal in a 
humane way. I don’t like veal 
crates - for the same reason 
the government abolished 
them here,” he said. "Most 
dairy formers, like me. don’t 
like the way veal animals are 
inhumanely treated, but there 
is unfortunately little they can 
do about it.” 


By Richard Donkin 


Increasing numbers of art 
thefts are forcing up insurance 
rates and creating growing 
security problems for impor- 
tant British and European col- 
lections, a leading art under- 
writer warned yesterday. 

Mr David Scully, underwrit- 
ing manager at Nordstern Art 
Insurance, the international 
art insurer, said country house 
collections had begun to 
attract professional criminals 
connected to international 


drugs rings and crime syndi- 
cates. 

While the overall insurance 
market had softened, he said, 
the rates for collections of old 
masters were likely to increase 
because of the thefts. “This has 
got to put up rates because 
more is being paid out in 
claims than is coming in in 
premiums,” he said. 

He was speaking after police 
investigating toe theft on Fri- 
day of Titian's ‘Rest on the 
Flight into Egypt’, and two 
other paintings from Longleat 


House, home of the Marquess 
of Bath, confirmed yesterday 
their belief that the work could 
have been stolen to order. 

The Titian theft is the latest 
in a series of s imilar burglaries 
in British country houses and 
museums. 

Figures from the Museum 
and Galleries Commission 
show a sharp increase over the 
past six months in thefts from 
collections open to toe public. 
The commission reported more 
than 40 cases compared with 
an average of 60 a year. 
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Sarah Hegarty and Tim Dickson on how outward bound training has a distinctly mixed reputation 

Rise and fall of corporate thrills 



F or Jeanette, a manager with 
a communications com- 
pany, it was one of the 
worst experiences of her 
careen a team-building day with 
her colleagues in the Essex country- 
side. 

“My first reaction was to panic - 
how can I get out of this?" she says. 
She couldn't “We had to chop logs, 
elimh trees and cross rivers. After- 
wards, I felt exhausted and bruised 
- but 1 didn't feel any great sense of 
achievement." 

Jeanette does not want to repeat 
her outdoor management training 
experience. But she may not have 
to. Figures published last year by 
the UK's Industrial Society show 
that outdoor training is not being 
widely used; only 6 per cent of 976 
corporate respondents to a survey 
said they were using such courses 
extensively, and a further 32 per 
cent said they used them occasion- 
ally. 

The survey concluded: “Forecasts 
for the future are not very different, 
although 36 per cent think that they 
will make occasional use of it." 

"Outdoor tr aining Is in a dip, 
rather than having fallen from fash- 
ion," says Gilbert Massara, manage- 
ment adviser with the IS. "Its popu- 
larity is down due to financial 
considerations." 

He adds that it may also have an 
image problem, often being linked 
with yuppie-type leisure activities 
such as paintbailing and go-karting. 
"We're not talking about paintball- 
ing - there is no management 
development in activities like that,” 
he says. 

Sceptics, however, find the claims 
for all types of outdoor training - 
the idea that getting cold and wet in 
a field might enhance managerial 
performance - hard to swallow. 
"All the evidence that has evalu- 
ated outdoor training suggests that 
anything you do in a team is proba- 
bly beneficial if handled sensi- 
tively." says George Sik of the occu- 
pational psychology specialists 
Saville and Holdsworth. 

"But it makes more sense to give 
people tasks to do which at least 
appear to relate to what they do in 
real life." Unless yon are joining a 
mountain rescue team, he adds, you 
are unlikely to need a wide range of 
outdoor skills. 

But advocates of the outdoor 
experience maintain that It’s not 
just mindless activity, and that the 
lessons translate back to the work- 
place. 

At Brathay Development Training 
in the Lake District, training con- 
sultant Phil Holdsworth says any 
outdoor activity is linked to clearly- 
defined objectives, set with the cli- 
ent One might be to improve com- 
munications so that the company 
meets deadlines more quickly. “So 
before we begin the exercise they 
have a means of evaluating it" he 
says. 

He adds that, at Brathay, outdoor 
exercises are combined with indoor 
problem-solving tasks, using cre- 
ative skills such as screen printing, 
so that all the group members can 
find a rola 

Outdoor tr aining has many advo- 


cates. Allied Dunbar, the insurance 
company, has been sending teams 
of managers and supervisors to the 
wilds of Dartmoor for the past 10 
years. 

Ian Hughes, training and develop- 
ment consultant is convinced of the 
benefits: "During the week’s pro- 
gramme we try to draw out basic 
management processes; people for- 
mulate this and can bring it back to 
the workplace. For example, they 
might have rehearsed a project 
management process and worked 
on it and perfected it" 

Outdoor courses also provide the 
physical dimensions to replicate 
real work problems, according to 
Tim Glass, group career planning 
manager at retailer WJL Smith. 

He cites the example of a case 
study involving a manufacturing 
plant, distribution centres and 
retail outlets, where using the out- 
doors underlined the geographical 
separation - and problems - some- 
times overlooked at work. 

W.H. Smith includes an outdoor 
element in its tr aining for gradu- 
ates, and junior and senior manage- 
ment A course for the lower level 
of senior managers might involve 
sailing for people who have not 
sailed before, or being taught how 
to cycle in a velodrome. 

"It's a test of courage as well as 
skills ," says Glass. "The point is to 
Introduce people to new experi- 
ences, to broaden their minds - 
under proper, safe instruction - and 
get them to achieve new things.” 

Glass says the company hopes 
participants return to work having 
built their confidence and widened 
their horizons. Another spin-off is 
the shared experience with col- 
leagues from different parts of the 
business, which can create lasting 
networks. 

Not all companies, however, are 
convinced. David Malaperlman. UK 
communications director at McDon- 
nell Douglas Information Systems, 
says the group prefers to send its 
UK people on management courses 
closely related to the business. 
“They're given business problems 
to sort out and methods of doing it 


T wenty months ago 1 was 
given my own taste of out- 
door management training 
during a 36-hour "appreciation" 
course run from a converted barn 
on the edge of Dartmoor. The vari- 
ous raft building, emergency rescue 
and night search exercises - linked 
to classroom discussions of commu- 
nication, team building and organi- 
sational change - were designed to 
show prospective clients (personnel 
and training managers in large UK 
companies) that the “outdoor” 
approach can yield tangible bene- 
fits. 

Most of my nine fellow partici- 
pants were enthusiastic about the 
experience and headed back to 
their offices keen to sell the idea to 
senior colleagues. 

Last week I decided to find out 


They identity, for example, how to 
improve productivity and increase 
quality. They get to look at the com- 
pany from the outside." 

He says the company would con- 
sider outdoor training, "if some- 
thing came up that made it look as 


how they had got on. 

Only five are still in situ, of 
which only one has so far used the 
Truro, Cornwall-based company 
which ran the Dartmoor event 
Training in Action. He prefers to 
remain anonymous - “we are a rel- 
atively young PLC with a PR 
department which is terrified of 
what shareholders might think of 
this” - but insists the 20 to 30 
senior managers who have been on 
courses (including several women) 
“have been very positive". 

Lesley Dayson, training manager 
of computer distributors Front line 
Distribution, subsequently decided 
to go for another outdoor training 
provider. She says the courses have 
been "very worthwhile", especially 
when complemented by classroom 
work. About 130 senior and middle 


if it's more than just a physical 
challenge”. 

At Marks and Spencer, a spokes- 
woman says the company uses out- 
door tr aining for junior trainees. It 
is not considered relevant for senior 
managers: "If they’ve got to senior 


managers at Front Line have 
embraced the outward bound 
option. "It makes people acknowl- 
edge the effect of teamwork in a 
hazardous environment," says Day- 
son. 

Lawrence Mitchell, senior person- 
nel manager at the Royal Bank of 
Scotland in Edinburgh, reports that 
outdoor training "is still something 
we are considering" for senior 
managers - but the bank has not 
yet soit any on a course. Royal 
Bank, he adds, has long used a cen- 
tre in the Lake District for the 
development of junior executives. 

The other two, meanwhile, sup- 
plied evidence that outward bound 
has been a victim of budgetary 
restraint and the tendency in diffi- 
cult times to concentrate on more 
specific training needs. Simon 


levels in the company they're not 
going to have problems with their 
team-building or confidence," she 
says. 

One of the criticisms often lev- 
elled at outdoor management train- 
ing Is that its emphasis on physical 


Davey, finance director of the 
breakfast television company 
GMTV, nevertheless says "it is 
something we will consider in bet- 
ter days”. 

Fi nancial constraint has been a 
big issue far Action Aid, the inter- 
national development charity 
backed by individual sponsors 
which operates in 21 countries. 
“Outdoor training has been a casu- 
alty of general budget cuts,” 
laments Ian Mooney, international 
human resources manager (whose 
boss attended the appreciation 
course). “1 am moderately positive 
about ti, though I wouldn’t be rush- 
ing to advise other managers at the 
moment Yes, it’s something we’d 
love to do if we had the resources." 

TD 


activity isolates those who cannot 
or irill not participate. 

Holdsworth says that if someone 
is not contributing it simply mir- 
rors real working life. “The option 
is to get rid of the person or work 
with them," he says. "It may be 
that by putting the person in a posi- 
tion of leadership for the next exer- 
cise that they get more out of it and 
become more engaged. 

“The model we use here is com- 
fort, stretch, panic. People don’t 
learn much when they're comfort- 
able; they learn when they're 
stretched: but not when they pmIc. 
Everybody's boundaries are differ- 
ent" 

Jeanette admits that she 
approached her training day with 
the intention of doing "the bare 
minimum ", but it was not that easy. 
“The trainers avoided actually say- 
ing the sentence, *You don’t have to 
do it'," she says. “It was all, ‘you’ll 
be letting the side down’. They’d 
briefed us beforehand that we had 
to stretch ourselves to get the most 
out of it. But when you're going 
across a fast-flowing river on a bit 
of rope, sheer terror keeps you 
going." 

The bale and hearty, macho 
image of some outdoor training 
courses is a turn-off for many busi- 
nesses. "The bad suppliers will 
sometimes try to boost the macho 
image because they’ve misunder- 
stood what organisations want. 
Good organisations will try to 
defuse it,” says Massara. 

He says well-run courses will also 
check out participants’ fitness 
before they start "The lead play- 
ers ... are not in the business of 
having people collapsing on them.” 

Safety aside, companies often find 
the cost prohibitive. Massara reck- 
ons a typical four-day course may 
cost up to £1,500 a head, though it 
could be a lot less depending on the 
content and structure of the course. 
Holdsworth admits that courses 
have become shorter - "possibly 
due to economic pressures" - and 
that companies will sometimes ask 
for a course to be shortened. 

The difficulty of translating the 
lessons learned to the workplace is 
often another sticking point Dena 
Nfichelli. product development man- 
ager at the Institute of Manage- 
ment, says companies are now 
looking at training long-term and 
are more interested in short courses 
and competency-based standards 
such as National Vocational Qualifi- 
cations. 

“Many think outdoor training is 
pass£, self-indulgent and macho - 
for the chosen few,” she says. "They 
don’t recognise its value. The focus 
has become more organisation- 
based. They don't train for train- 
ing’s sake - and outdoor training 
did have that sort of image." 

In spite of its apparent dip in 
popularity, supporters of outdoor 
training believe it still has a role to 
play. Massara says: "It has to be 
used in conjunction with other 
forms of management development 
training. It's not the be all and end 
alL” 

SH 


Lingering taste for the outdoors 


Bewildered by the lexico-inventive 


ADRIAN FURNHAM 



D eadly Ernest Saunders 
has recovered well from 
his "pre-senlle demen- 
tia". Polltically-correct 
social scientists have been helpful 
in recent years by "discovering" all 
sorts of crypto-scientific diagnostic 
terms to help explain certain less 
desirable behaviours. 

Being dim. for example, is called 
attention deficit disorder if one is 
working class or mild dyslexia if 
middle class. 

Are there no managerial psychia- 
trists who could not help defend the 
incompetent middle manager by 
finding the underlying “cause” of 
his problem? Thus the habitually 
late could be counselled for diurnal 
disturbance syndrome and those 
who dislike taking orders from 
authority, post-adolescence rebel- 
lion disorder. 

Sleazy, corrupt managers suffer 
from socio-moral mania, while 
capricious and mercurial bosses 
could be described as erratic effect 
sufferers or victims of acute cyclo- 
thymic ailment. The vindictive 


nasty bastard should pose no prob- 
lem for the lexico-inventive psychia- 
trist: what about hyper-aggressive/ 
hypo-assertive imbalance? 

Most of all we need a term for the 
middle-aged, middle-brow, middle- 
ranking manager worn down by the 
"changes and chances of this fleet- 
ing world”. Any advance on mana- 
gerial menopausal myopia or bewil- 
dered techno-phobia? 


The ubiquity of McDonald's has 
meant that economists have been 
able to come up with simple coun- 
try comparative measures based on 
the price of a Big Mac. Thus how 
long a worker has to labour to pur- 
chase a burger in each country pro- 
vides an easy comparator. 

I have recently developed another 
- the air-miles magazine Index or 
AMML It refers to how long in fly- 
ing time, or distance, a magazine is 
good for in the sense that it will 
typically keep one amused. Thus I 
reckon that The Economist is prob- 
ably an Istanbul magazine (about 


3 Vi hours), while Private Eye is 
worth no more than Paris or 
Amsterdam (about one hour). Hello! 
1 feel should last that interlude 
from the revving the engines on the 
take-off runway till the "fasten- 
safety belt” sign is first taken 
off 


“The rainforest," said our guide in 
tropical Queensland on Christmas 
Eve, "is a model of socialism. Every- 
thing is in equilibrium; no species 
competes with another and all the 
plant life is mutually interdepen- 
dent, in harmony and supportive.” 

Was he serious, I wondered, or 


simply reading the signals from the 
rag-bag of wide-eyed foreign tour- 
ists he was escorting? Was this sen- 
timental e co-babble or a new econo- 
botanic model of the world? Having 
acute hearing for tbe word social- 
ism I paid particular attention 
to our learned and likeable 
leader. 

The rainforest was primitive, 
e n chantin g and varied but, like Cas- 
tro's Cuba, the reality did not 
reflect our guide’s professed ideol- 
ogy. Many of the plants, notably the 
vines, let the strong trees do their 
work for them. Twisting around 
their trunks, squeezing them to 
death and/or su cking them dry of 


nutrients, the vines often destroyed 
the strong Darwinian-surviving 
hardwoods. Many lazy lianas and 
ferns simply hitched a ride sky- 
wards on the healthy growth of the 
strong trees who became overloaded 
by these welfare dependants. This 
was nature not red in tooth and 
daw but green in parasitic oppor- 
tunism. 

Perhaps our guide was right after 
all: the rainforest was a truer model 
of so cialism than he knew. 


Marketers are concerned with sell- 
ing the comparative benefits of 
their products. In the world of com- 
petitive sport you come first, second 
or third and receive medals made of 
metals of proportionate values 
(gold, silver and bronze). This is the 
world of honest declensions: good, 
better, best; heavy, heavier, heavi- 
est; far, farther, farthest 
But selling products requires of 
marketers that they produce in 
everybody a “feel-good factor" 
about their choice, or indeed lack of 


choice. Consider the world’s favour- 
ite airline. First class does and will 
remain first class. No need to fhdge 
at the top. 

Nearly all airlines call first first 
as do railways, hotels and other ser- 
vice industries, 

The problems, or challenges as we 
now have to call them, arise with 
second, or even third best. Thus 
business class is second class - not 
as good, not as luxurious, not as 
big. Some airlines favour calling 
their second class after some 
national hero, place or institution 
as long as it is positive, roman- 
tic . . . and vague. 

The real marketing problem lies 
in describing the poor blighters at 
the back of the bus; the "little peo- 
ple who pay taxes” and have to 
endure hours of discomfort 
squashed into seats made for per- 
forming midgets. How best to 
describe the citizens of the third 
estate remains the issue. If God had 
wanted us to travel economy he 
surely would have made us nar- 
rower. 
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PROPHETS 


Abraham 

Maslow 

Abraham Maslow, the US-born 
psychologist and philosopher^ 

was the author of one of the. •; 
best-known theories about t 
' motivation to emerge this ■ 
century. Although his Ideas 
have been superseded within •••• 
academic circles, they, retahran 
Intuitive appeal for many 
managers. ; • A* 

Described as the "father of 
humanist psychology”, Mastow - ;1 
is best known for his notion of* 
“hierarchy of needs" that 
humans seek to satisfy. • ; 

He put physiological needs, • ... .: 
such as hunger or thirst, at the - ■ 
bottom of this hierarchy. The \ i : 
need for safety, a sense of •- * 
belonging and esteem was 
placed to the znkkUe, while tho . .. 
need for setf-actoalisatfam or . ^ 
personal development was put '*■ 
at the top. .. • 

‘ He argued that the lower/ 
needs dominate peoples’ ' % 

behaviour until they are . . 
fulfilled. Onee a need fa 
satisfied, people turn to the ■ 
needs on the next step of the - • 
hierarchy. " .*•’ 

Maslow’s generally optimistic '!' 
view of human. nature as - r *• 
striving for self-fulfilment was/ - 
expounded in his books - t 

Motivation and Personality (1950 
and Towards a Psychology of 
Being (I962X which he wrote 
when he was head of the 
psychology department at . 
Brandefs University, ' 

Massachusetts.- - ; 

His ideas gained recognition 
at a time when rising a f fl uence, . 
Industrial unrest and a tight 
labour market were prompting 
businesses to search for a more 
humanistic, liberal approach to . 
management; BJs philosophy 
encouraged organisations in the 
view that individuals might be ~ 
capable of taking on greater ' 
responsibilityiftheywere given 
more varied work and lighter 
suptyvbfoh, ’ : ‘' u - ' '<■' 

But Maslow’s theory did not : ‘ 
.escape criticism. An impor tan t - 
omission, critics said, was that . 
although basic needs become 
less important as theyare 
attained, failure to meet them : 
can create intense 
dissatisfaction. 

“What Maslow did not see fa- 
that a Want changes in the act of - 
bring satisfied,” according to ' 

Peter Dmcfcer, the management ; 
theorist “As a want approaches * . 
.satiety, its capadtyio reward, -•••■ 
and with it its power fis att :V. 
incentive, diminishes fast Rut. - ; 
its capacity to deter, tdcreate . 
dissatisfaction and to act as a 
■ disincentive, rapidly increases.” ; 

, Maslow’s work was, to some 

* extent, superseded by that of ; 

' other psychologists such as /„ 
Frederick Herzborg. Be " 
distinguished between • / f ; 

. motivating factors which served ■" ' 
deeper aspirations, such as • 
achievement, respcnsibflity and '• 

• personal fcrowtivand those he " -V 
.dubbed hygiene of maintenance ' 
factors, such as salary V."i 
aspirations or job security • *' ! . 
which could demotivate they 
were not satisfied. 

• Although Maslow’stheoryis 
now seen as old-fashioned, many,, 
still find it attractive, in spite of f 
obviou s exceptions, such as 
artist who produces a ■ .... ”■}. • ' 
masterpiece whfle starving in a * J ' 
garret, most people ieri 
incapable of achieving 
self-fulfilment while worr y ing 
about basic needs such atr- 
security and safety. , nw. {dear.. 

that a workforce eaa be- 1 : 
motivated by notions such as . : .‘ 
'^spoflriWlity, autonomy and 
the regard of others has also : 
remained powerfdL ; 

Vanessa Hnokjler • 





Every day, 
we help 
thousands of 
people like 
Zoe fight 
cancer. 

— — — — — — — — — — — — — — — — — — -n 

, Give people with cancer a fighting chance 

* Qvur'JOp in oxni £1 (Inn-uni inuJikciJ) Inro.iui vmil nm'.irch 

I 1 u-ituki like rn nuke « Jucvitiun ol £ 

| (Cheque? p.iy.ihk- li« Imperial Cancer Ron-arch Fund) 

■ nr ch.tn?-' £ »«■ mv AwteWV ivi/Anu!ic/Duici\/Clieinrv Cinl No. 

{ i i t r r~ri m m i rr-rn 

| Expiry 1 >j« / Smnurmi? 

I Mi/NIn/Min/Mt 



AJUnaa, 


^ Imperial Cancer 

/R- Research Fund 


P.nre.*!.' L _ _ 

Please return your donation to: 
Imperial Cancer Research Fund 
FREEPOST (WC40660) 
London WC2A J8R FTA2 



Tha tallies emend vtttdn fUa oavay wB hctadK 
* PitWe/PitvmA Anna InlttaCIvea 


■ tn mmU vg faneflm tno cha n tam 
- The Homing Co ip omtlnu and Its regidatnqr into 

• How ttw hou»o faafldom view future potential 

• An examlmtlaa af corporate pavenuBeca 

• ITW ggmtt fa ipmBy Of reoclaapM 1 rrnmiwmairtteewa 
and fanr the? fnactfaa 

Wftn an tncrwwig anphasia on business professionals having direct 
hwotement on the commute® of Housing Associations, the Financial Times 
and Its Ngh eonumuaicn o( business decision makers and opinion forming 
readers offers a gamine stage (or debating tills sectoi’G key fesutw. 

If you wotdd like to adwrtlso in this edition and recutwe a synopsis of the 

survey, plewe raraatf: 

«an Cunningham 

Td: (071) 873 3206 Fax: (071) 873 3078 

FT Surveys 


FINANCIAL TIMES 


C R E D 



RA 



G S 


international 


A unique quarterly source of reference, from Financial Times Newsletters, to att 

players in tbe international credit markets -borrowers, investors and intermediaries alike. 


For o FREE simple booklet contact: 


FT 


FINANCIAL TIMES 

Hemdeners 

Tbe information you pro vide will be held by us and may be used by dber select quality companies for maUing li&r purposes 













w hard has the peso 
Mexico’s richest man? 
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0 aiios 3Um Heia Is 
tiue richest man in 
Mexico. He was 
also, according; to 
. Forbes magazine, 
the 12th wealthiest individual 
in the world last year with a 
net worth estimated at $6.8bn. 
He is worth significantly less 
today. 

The drastic devaluation of 
the Mexican peso' and the col- 
lapse in the stock~maxfcet has 
cost him hundreds of millions 
of dollars. Through his inter- 
ests in the state telephone 
monopoly, Telmex, his con- 
glomerate Grupo Carso, and 
his financial business, Grupo 
Inbursa, he is said to control a 
fifth of the Mexican stock mar- 
ket And that market is in a 
state of panic. 

But as he sits in ids modest 
office in Mexico City’s Lomas 
district suffering from 'flu, he 
looks surprised at the sugges- 
tion that all this would make 
him any .b usier than us ual 
He says he saw currency 
depreciation coming, though 
not of the speed and magnitude 
that has wiped nearly- 40 per 
cent off the value of the peso in 
the last three weeks. 

The over-valuation of the 
peso was clear whan American 
tacos and guacamole started 
appearing in Mexican shops. 
When it came, though, the 
devaluation was “a si gnificant ' 
surprise because we were 
expecting a sort of soft landing 
for the currency 
Even so. Slim's standing- in 
stock market folklore for his 
financial acumen remains 
unchallenged. Of all Mexico’s 
billionaires - /bribes counted 
24 last year, but will find many 
fewer this - it is the two rich- 
est who have cemented their 
reputations. 

Slimand the television mag- 
nate Emilio Azcdrraga - net 
worth $6.4bn, according to 
Forbes - are viewed as having 
minimised the impact of the 
devaluation on their compa- 
nies, mainly by ali gning their 
dollar debts with dollar reve- 
nues and making sure spare 
cash was in dollars. 

Many Mexicans, however, 
prefer to view wealth as deriv- 
ing from corruption rather 
than cleverness, if Slim and 
Azcdrraga fared better than 
the others, then they must 


Olivetti 
venture 
to attack 


Last year, Carlos Slim Helu was 
worth $6.6bn. Devaluation will 
have sharply reduced this 
fortune. But Slim’s financial 
acumen remains unchallenged, 
writes Stephen Fidler 


have been tipped off in 
advance about the devaluation. 
Both, said the weekly maga- 
zine Proceso, "converted part of 
their dollar debt into pesos 
shortly before the devaluation 
announcement”. 

There is little evidence the 
government itself knew about 
the devaluation much in 
advance of announcing it, 
though government officials 
say a plan had been adopted to 
accelerate the peso’s depreda- 
tion in the first quarter of this 
year. 

Slim denies any tip-off, and 
says it is naive to think there 
would have been time to do 
much about it, had there been 
one. 

Instead, he says his rule has 
been to allow his companies 
dollar debts only to the extent 
that they have dollar earnings. 
Nonetheless, the devaluation 
has cost his companies money, 
including the jewel in the 
crown, Telmex, which he has 
controlled since privatisation 
by the administration of Presi- 
dent Carlos Salinas. "There 
will be an accelerated deprecia- 
tion of fixed assets, but those 
companies producing for 
export and import substitution 
are going to be more viable," 
he says. 

In Grupo Carso, such benefi- 
ciaries include Nacobre, which 
makes copper tubes. Condu- 
mex, which makes cables, 
MDBO, the electronic products 
and vehicle parts company, 
and Frisco, the mining com- 
pany. Slim is also enthusiastic 
about the prospects for 
Alumsa, the aiirmtnhim com- 
pany which should also benefit 
from higher world price for its 
main product 

In fact he says, the devalua- 
tion will imply a big and rapid 
improvement in Mexico’s 
financial position. With Mexi- 
can interest rates above 30 per 
cent and the peso sharply 
weaker than it was a few 


weeks ago, Mexican financial 
assets also look attractive, he 
says. 

Furthermore, he predicts 
that the country’s current 
account deficit which reached 
$28bn last year, nearly 8 per 
cent of gross domestic product 
will turn around rapidly. “It 
seems to me that in the short 
term our exports will rise and 
our imports Call substantially, 
and that we are going to have 
a favourable trade balance. 
Probably already the current 
account will be about in bal- 
ance in the short term,” he 
says. 

Slim's suggestions to US 
investors last week that a bal- 
anced current account was pos- 
sible this year were greeted 
with some scepticism by his 
audience. 


B ut, while he 
acknowledges he is 
“an engineer, not 
an economist", the 
Slim fortune has 
been built on the opportunities 
that arise out of adversity. His 
fether, Julian, arrived from 
Lebanon in 1902. In what may 
be one of the most violent peri- 
ods in a violent history - the 
Mexican revolution of 19L0-20 - 
his father opened a shop and 
started buying property in 
Mexico City. It made his for- 
tune. 

Carlos, his sixth son, 
founded Carso in 1966, at the 
age of 26. That year, he also 
established his other main 
business, the stockbroker 
Inversora Bursa til (Inbursa). it 
was here that two other mem- 
bers of the 1994 Forbes billion- 
aires club started their careers: 
Roberto Hemdndez and Slim’s 
cousin Alfredo Harp Held, now 
co-owners of Banamex, the big 
Mexican h ank. 

Carso originally concen- 
trated its activities in property 
and construction, but in the 
mid-1970s began to move into 


manufacturing. It subse- 
quently took over the coun- 
try’s largest tobacco company, 
Cigatam, which makes Marl- 
boro for the Mexican market 
But it was in the early-1980s - 
a period of high inflation, 
devaluations and debt crisis - 
that Slim was buying the com- 
panies that would make him a 
billionaire. When the rest of 
Mexico was in panic, Carlos 
Slim, like his father, was buy- 
ing assets. 

Slim has attributed his suc- 
cess to three things: vocation, 
talent and work. A former 
mathematics professor at the 
National Autonomous Univer- 
sity of Mexico (UN AM), he is 
said to recall in detail the bal- 
ance sheets of his companies 
and the minutiae of their 
financial performance. He is 
not infallible: he suggests he is 
unlikely again to dabble in 
derivative markets where he is 
currently losing money after 
writing put options on Telmex 
shares. Nonetheless, he is 
regarded as having an excel- 
lent instinct about the Mexican 
economy. 

An avid reader of Mexican 
history, he is an insomniac 
who works into the early hours 
of the morning. Polite but 
informal - he is reported once 
to have been ejected from the 
Mexican stock exchange build- 
ing for not wearing a tie - his 
other main interest is his fam- 
ily. 

He and his wife, Sumaya, 
also of Lebanese descent have 
six children. His son Carlos, 
who walked In during our 
interview and embraced his 
father, directs Carso's store 
business, Sanborn Brothers. 

That part of the Carso busi- 
ness will slow this year along 
with the economy, but overall 
Slim says it is "better for the 
economy and the country to 
have an exchange rate rela- 
tively undervalued to one that 
is relatively overvalued". 

Still, it is unfortunate that 
devaluations always seem to 
hammer Mexico so hard. “It's a 
shame that we do not view 
devaluations like they do In 
some developed countries. We 
have seen devaluations in the 
US, in France, in En gland and 
in Spain, without such power- 
ful repercussions. Here it's like 
losing your virginity”. 


Early proponent 
of Chinese 
cultivation 

At 49 Philip Tose, chairman of 
Peregrine Investments, is 
perhaps too old to be called the 
enfant terrible of Hong Kong's 
investment banking 
community and too young for 
the title eminence grise, writes 
Simon Holberton. 

He is an investment banker 
who - in this age of 
euphemism - stands out as 
someone who speaks his mind 
plainly and forceftilly. 

Tose has made powerful 
enemies among the vestiges of 
British Hong Kong through his 
opposition to UK government 
policies. His business tactics 
have also come in for criticism. 
Last month his firm was fined 
for helping clients create a 
false market in public 
company shares. 

However, the censure is 
unlikely to upset the powerful 
friends he has made among 
Hong Kong's Chinese business 
elite or threaten his strong 
links with mainland business. 
Indeed, last week, Charles Lee, 
former Hong Kong stock 
exchange chairman, and Gao 
Shanquan, a mainland official, 
joined Peregrine's board. 

Tose has been nothing if not 
assiduous (and prescient) in 
his cultivation of the Chinese. 
And he started early. He 
arrived in Hong Kong in 
September 1972 to work for 
Vickers da Costa, a London 
firm in which his father was a 
senior partner. He wrote the 
first stockbrokers’ report on U 
Ka-shing’s Cheung Kong, a 
property and investment 
company. In 1975 Li and his 
company was unknown to 
Anglo-Saxon investors. 

When, in 1968, Tose needed 
some help to found Peregrine, 
Li contributed to the start-up 
capital of $40m. They have not 
been disappointed. Tose and 
his long-time partner Francis 
Leung have built a business 
which today controls net assets 


of around Sl.5bn. 

last year proved difficult, 
and Tose expects 1995 to be 
equally So, but that prospect 
has not affected his faith in 
Hong Kong. “This is our 
home," he says. “We are not 
going to leave or 
retrench . . . Hong Kong is 
where I want to live the rest of 
my days. Tm fascinated by it.” 

Macdonald 
goes native 

Another feather in the cap for 
London accountants Touche 
Ross: one of its partners is to 
be auditor-general of New 
Zealand, writes Jim Kelly. 

David Macdonald, a 
52-year-old native New 
Zealander, has been appointed 
to the post in a bid to restore 
public confidence in the 
monitoring of the country's 
public finances. 

He replaces JefF Chapman 
who resigned following an 
investigation into his financial 
affairs by New Zealand’s 
Serious Fraud Office. 

Chapman was found to owe 
the Audit Office more than 
NZ$156,000 (£60.700), and was 
heavily criticised for an 
insufficient regard for the 
prudent expenditure of public 
money. Chapman resigned, 
citing personal financial 
difficulties; he disputes 
two-thirds of the debt, as well 
as large parts or the report 

The immediate task facing 
Macdonald, who starts work 
after Easter, is to restore 
credibility in the eyes of the 
constituency of the 
auditor-general - ie, the 
general public and parliament 
“When the public watchdog 
leaves in these circumstances 
there is a credibility issue,” 
admits Macdonald. 

A fellow of the New Zealand 
Society of Accountants, 
Macdonald is going back 
borne. He joined Delortte 
Haskins & Sells in New 
Zealand in 1960. After 
working on secondment in the 



US he returned to New 
Zealand in 1971 and spent 20 
years as a client service 
partner before transferring to 
the UK In 1990 as a partner in 
the UK firm’s financial group, 
later switching to insurance. 

However, he kept up his 
contacts in New Zealand and 
has worked on assignments 
for the auditor-general - 
which perhaps explains why 
he got the job. 

Russian gasman 
par excellence 

Hands up anyone who can 
name the man in charge of 35 
per cent of the world’s known 
gas reserves? Rem Ivanovich 
Vyachirev, chairman or 
Gazprom, keeps a much lower 
profile than his predecessor, 
Viktor Chernomyrdin, the 
current prime minister of 
Russia, writes John Thornhill. 

The grey-suited and 
bespectacled Vyachirev rarely 
gives interviews and - 
remarkably, given Gazprom’s 
importance - he is not even 
listed in any of the glossy 
directories of Russia's business 
elite published in recent years. 
A blunt-speaking, no-nonsense 
industrial manager, he 
commands enormous authority 
within Russia's gas empire and 
sees little need to cultivate a 
public image outside it 

However, Vyachirev may 
have to change his ways if 
Gazprom is to get the best 
price for the 9 per cent of its 
equity which it plans to sell to 
overseas investors. Kleinwort 
Benson faces a tough task 
sprucing up Vyachirev's 
investor-friendly image since 
be does not speak much 
English. 

Vyachirev, a gas man to his 
finger-tips and graduate of 
technical sciences, knows his 
stuff. On the rare occasions he 
appears at international 
conferences he can be relied 
upon to lecture his audience 
for hours about the size of 
Gazprom's vast reserves and 
its future grand ambitions. 

Gazprom was always one of 
the more internationally- 
minded and better-managed 
Soviet enterprises, and its 
managers have coped with the 
current economic turmoil in 
Russia far better than their 
counterparts in the chaotic oil 
industry. But, tike most 
Gazprom directors, Vyachirev 
has little time - and not much 
more respect - for his foreign 
competitors. This, too, may 
have to change if Vyachirev is 
to take his rightful place on 
the international stage. 


Global role for 
Austin at Bell 
& Howell 

Richard Austin, the 
British-born chairman and 
managing director of Boll & 
Howell's European document 
management division, has 
been appointed president of 
the US group's global 
document management 
systems (DMS) business, 
writes Paul Taylor. 

Austin, 56. will be 
responsible for running the 
business, which spans both 
electronic imaging and 
microfilm systems for 
document filing and retrieval. 
He will be based in Bell & 
Howell's London office. 

He was one of 16 corporate 
shareholders in an 
international management 
buy-out team which acquired 
the Skokie, Illinois-based 
group in 1988. Austin is 
credited with turning Bell & 
Howell into a technological 
leader in DMS, using software 
and systems developed both In 
Europe and the US. 

Born in Harrow, Middlesex, 
he was educated at the local 
grammar school before 
attending London University. 
His service in the army 
included a tour of duty at 
supreme headquarters, allied 
powers, in Paris. He started 
bis business career with IBM 
UK, as a management trainee, 
but three years later moved to 
a sales job at 3M UK. 

In 1968 he joined Bell & 
Howell in a sales management 
position, and progressed to 
become director of marketing 
for the group's business 
equipment division in the 
eastern hemisphere. He says 
his first 10 years at Boll & 
Howell were "full of change" 
as the group built up product 
lines and distribution 
networks for the microfilm 
business in competition with 
the market leaders, Kodak and 
3M. 

He was appointed European 
managing director of the 
business equipment division in 
1979, and held that position 
until 1988, when he was 
appointed to ids present post 
of corporate vice-president of 
. Bell & Howell and managing 
director of the group's 
information management 
division in Europe. 

He lives m Buckinghamshire 
and lists among his outside 
interests cooking, cricket, 
reading, eating and modest 
drinking. 
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By Alan Cane • 

Olivetti Telemedia, formed last 
September to marshall the 
Italian group’s skills in 
multimedia. Is planning an 
assault on the European 
CD-Rom market. 

It has formed a joint venture 
with StarPress Multimedia, a 
C alif ornian multimedia 
developer and publisher. 

The intention is to develop 
and ttstribnte CD-Rora titles 
on a pau-Enropean basis. 

The new venture will be 
called Olivetti StarPress 
Europe, ami Olivetti has 51 per 
cent of the equity. " 

It is aiming at the ; - 

“edutainment” and 

’infotainment” markets, 
which combine elements of 
education and information 

with entertainment. 

Olivetti TelemetHa includes 
Acorn Computer, Online , 
Media and Hughes Olivetti. 
Telecomand Opera 
Multimedia, Olivetti Group's 
CD-Rom publishing 
operation. 

StarPress Multimedia, a 
two-year-old venture, 
develops, publishes and 
distributes interactive 
multimedia titles on CD-Rom 
for children and adults. - 
Typical of its titles is the 
Sports Illustrated' 1994 ' 

Multimedia Sports Almanac. 

Grant Perry, Telemedia 
vice-president for new.media 
initiatives, was not prepared 
last week to discuss tite size of 
tile investment being made by 
the. two companies, noi; the 
HkeJy revenues. 

He said, however, that 
Telemedia could help 
StarPress by republishing and 
distributfagitstitlestn 
Europe, while StarPress could 
help Telemedia establish a 
leading position in the 
CD-Rom business. 

He said he hoped the 
venture could bring some 
order to the “chantf* that 

wag pnhlkhlng 

today. 


By Alan Cane 

Competition to develop electronic 
friends and helpers is mounting 
steadily. Forget personal digital 
assistants (PDA’s). Ones such as 
Apple’s Newton are just pieces of 
hardware. Forget software "agents”, 
which search databases for useful 
information, too; they are only 
characterless pieces of software. 
What the computer scientists are 
planning now is to create 
anthropomorphic beings in 
cyberspace to help, befriend and 
encourage their human companions 
on fantastic voyages of discovery. 


Should they be taken seriously? 
The first of the species are already 
evident in the form of Fujitsu's 
Habitat video game, an electronic 
city whose inhabitants take on the 
personalities of the players. 

Soon Microsoft intends to 
introduce its Utopia program, with a 
cast of cartoon characters on screen 
to help the user. So there is no 
reason to suppose that Stepan 
Pachikov, chairman of the 
Russian-US software company 
ParaGraph, is anything but serious 
when he describes his new software, 
AlterEgo, as a way of living other 
lives. 


He also has the endorsement of 
Regis McKenna, a management 
consultant and one of the shrewdest 
minds in California's Silicon Valley. 
McKenna, who helped Apple focus 
its corporate mind on market 
opportunities, says the AlterEgo 
software is remarkable. 

Still in development, it is a set of 
software tools which makes it 
possible to develop 
three-dimensional moving video 
images. Pachikov envisages 
AlterEgo applications being offered 
as a service from a communications 
centre equipped with the 
considerable computer power to 


make it possible. 

He foresees three levels: Time 
Machine, which enables players to 
travel in time and space - to ancient 
Rome, perhaps, or 19th century 
Russia. Second, Culture and Ego: 
"Why not travel, not only in history 
but in the world of a personal ego.” 
Pachikov says, alluding to trips into 
the thought processes of famous 
painters and musicians. The third 
level he calls Mind Exchange. "This 
is travel to worlds which are 
unknown to the human race. Can 
you imagine you are a fish in an 
ocean? Or a butterfly, or an ant, or a 
caterpillar. Well those are easy,” 


says Pachikov. “But try to imagine 
you're an animal which lives in a 
macrocosm-space, according to its 
own laws and rules. We suppose 
there will appear a generation of 
writers and playwrights who will 
create such unbelievable worlds. 

And you may want to try living 
there." 

In the real world, ParaGraph is an 
unusual company with headquarters 
in Moscow and Sunnyvale, 
California. It specialises in data 
compression and is best known for 
developing the handwriting 
recognition software for Apple's 
somewhat unsuccessful Newton 
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PDA. Analysts argue that 
ParaGraph's work was remarkable, 
but that pen-based products 
are not ready for consumer 
markets. 

Mckenna thinks that ParaGraph 
should be able to launch this year a 
product or two based on AlterEgo 
software, though he is still worried 
about whether the time is right and 
the opportunities real. 

He has no doubt, however, about 
the technology. “When I first saw 
AlterEgo I was sceptical,” he says. “I 
thought it was Alice in Wonderland 
stuff. I was right It is Alice in 
Wonderland for the 2lst century." 


Sun and 
Thomson 
TV launch 


r By Alan Cane 


W hen he left 
university, 
William Siegh- 
art only took 
his first job as 
a photocopier salesman for 
Rank Zeros to make money to 
financ e his travels in India and 
-Tibet 

More than a decade later 
Sieghart 1s a millionaire: the 
founder and co-owner of For- 
ward Publishing, an innovative 
corporate magazine publisher 
with a turnover of more than 
£7m. Clients include IBM. 
Marks & Spencer and Tesco. 

Despite growing responsibili- 
ties, Sieghart's attitude to 
work and travel has hardly 
changed from his days at Rank 
Zerox. He likes to travel for 
about three months a year, 
often to remote and sometimes 
dangerous places. Last year his 
travels included Ethiopia, Jor- 
dan and Libya. When England 
is playing cricket in the West 
Indies. Sieghart is there for at 
least one complete Test match. 

At present he is Indulging 
his taste for ruins in Peru, 
Bolivia and Colombia, but will 
be back at his London desk by 
the start of March. 

“I have always thought it 
was absolute madness to work 
j2 hours a day, weekends, and 
12 months a year,” says Siegh- 
art, 34. "That's not going to 
produce your best work. If you 
don't take account of your spir- 
itual development, your work 
will Just grind you down.” 

. As someone who always 


wanted to work for himself. 
Sieghart is free to travel 
because he had editors he 
trusts, and a partner, Neil Men- 
doza, who looks after the shop 
while he is away. In contrast 
Mendoza, an American, usually 
takes two months off in more 
sedate fashion in the summer, 
on Long Island. 

Sieghart's feeling for travel 
and different cultures has fed 
Into one of his most interesting 
business relationships - with 
IBM - and the development of 
what he believes is a new type 
of international publishing for 
companies and their custom- 
ers. 

His escape from selling pho- 
tocopiers came in 1984, when 
he was asked by Rank Xerox to 
produce a magazine that would 
portray its expertise in infor- 
mation technology. “T thought 
up the idea of a magazine that 
would go to all the chief execu- 
tives around Britain and the 
kind of people who might influ- 
ence board decisions about IT 
J information technology!." 

So he floated himself free 
from Rank Xerox with a 12- 
month contract and added fur- 
ther magazines such as The 
Viewer for 1TV, as well as 
annual reports for clients that 
included Unilever and Cable 
and Wireless. 

“Anything a company puts 
out in print Is effectively pub- 
lishing," says Sieghart, who 
happily applies the techniques 
of the glossiest magazines to 
the corporate sector. 


Forward has often found 
Itself producing magazines to 
explain and demystify techni- 
cal products aimed at the con- 
sumer, which is what IBM 
decided it needed after it found 
that many of its customers 
could not operate its personal 
computers. Working with an 
advertising agency, Forward 
produced the idea of a maga- 
zine for users of IBM PC's. 

“We had to invent the first 
ma gazin e for people who hate 
computers. It's all about libera- 
tion - what a computer can do 
for you," says Sieghart, who 
brought together Steve Cooke, 
a former editor of PC World, 
and Louisa Young, a former 
assistant editor of the award- 
winning women’s magazine 
Marie Claire, to produce IMB's 
Help magazine. Sieghart also 
thought of using the colours of 
the ski slopes - from easy 
green to difficult black - to 
grade articles for accessibility. 

There are now 12 different 
language editions of Help, with 
separate editorial teams in 
each country. Each issue is 
planned at a two-day editorial 
meeting in London. About 80 
per cent of the copy is com- 
mon, though everything is 
localised. 

“Translated copy simply 
doesn't work," says Sieghart 
“Every magazine feels like it is 
written by the Finns for the 
Finns or by the Germans for 
the Germans." 

In Germany, for example. 
Sieghart says they don't like 



flavor Hunpfmw 

William Sieghart: “I have always thought it was absolute madness to work 12 hours a day." 


articles about fighter pilot soft- 
ware, while articles about 
modems are not particularly 
relevant for the French 
because they have Minitel, and 
thus feel they are perfectly 
familiar with modems. 

In Forward's London offices 
there is “a kind of [BBC] World 
Service organisation". Produc- 
tion of each national edition is 
in the hands of a native 
speaker. Sieghart hopes that 
IBM will take the concept 
global, and that Forward will 
be able to make similar break- 
throughs with other large 


International companies. 

He declines to provide details 
of Forward's profits, though it 
is now 50 per cent owned by 
Landa, an investment trust 
with which Charles Saatchi, 
the advertising guru, is 
believed to be involved. Latest 
returns registed at Companies 
House (year to March 1994) 
show a turnover of E62m for 
Forward, with pre-tax profits of 
£ 417 , 249 . 

Apart from travel and produ- 
cing magazines of which be Is 
proud. Forward allows Siegh- 
art to indulge a third passion - 


love of poetry. Forward has 
published poetry since its sec- 
ond year and Sieghart is the 
man behind the £10,000 annual 
Forward Prize for poetry, as 
well as National Poetry Day. 

Most of all. he says be likes 
seeing the art and religious 
architecture of different societ- 
ies and living, at least for a 
while, among those whose 
lives still have a traditional 
rhythm. If he is going to oper- 
ate and live happily within the 
corporate and material world, 
he says, he needs to be part of 
that other world as welL 


A digital interactive television 
system, based on off-the-shelf 
technologies, has been 
announced in the US by an 
alliance of Sun, the 
work-station manufacturer, 
and the consumer electronics 
division of Thomson of France. 

Systems of this kind are 
expected to prove the building 
blocks of the multimedia 
revolution, vying with home 
computers as the devices of 
choice for bringing interactive 
information and entertainment 
into the living room. 

Sun and Thomson, which 
have been working together for 
six months, made the 
announcement at last week's 
consumer electronics show in 
J sir Vega s. They r)aim that the 
system, based on commercially 
available products, is the first 
of its kind to be offered to 
network operators and content 
providers. It should prove 
significantly less expensive 
than specially-designed 
systems. 

The system comprises a 
video server based on Sun’s 
work station technology. These 
deliver digital video signals 
(compressed to the industry 
MPEG2 standard) to set-top 
receivers. 

The two companies 
demonstrated a number of 
typical applications, including 
video-on-deraand (with foil 
VCR control, such as fast 
forward, reverse and pause), 
ticket-ordering and shopping 
applications, which allow 
viewers to respond to 
advertisements. 
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Japan earthquakes ; 

Japan picked i?> the pieces 
yesterday following ttiras . 
strong earthquakes h 14 ' 
hours. Sefemologtats warned 
of worse tremors to come. 
Although nerves were frayed, 
there was satisfaction among 
disaster officials that once ' 
again Japan's warning system 
and building precautions kept 
casualties and damage to a 
minimum. The latest tremore, 
on Saturday, ranged from 5 . 2 
on the Richter scale just 
outside Tokyo to 6.9 and 42 
in Hachinohe, 325 miles north 
of the capital. 

The Japanese 
Meteorological Agency said 
the throe tremors were the 
largest of 748 aftershocks in 
northern Japan since a 


December 28 'quake fdBeti 
three people and Injured 
several hundred In Hachinohe. 
Yesterday, 5,000 homes were 

stifl without water and. many. • 

stores werecteartng up broken 
glass. In Tokyo, some trains 
were halted as a precaution, . 
but that tremor caused no - 
casualties or damage. 

Japan' has acenturfes-okf 

culture of coping with 'quakes. 
More than 440 severe ' 

earthquakes have been 

recorded in detail skies 416 
AO, when cout chroniclers 
first wrote of and in the 
ancient capital of Asuka. ' 
Modem Japan has spent 
heavily on precautions to 
detect ’quakes and help 
prevent disasters. 


Sleeper offer 
.UK business travelers are 
tiw target for a new ted! 
ticket being introduced by 
Intercity west Coast. The 
flteMbns "sleeper 
executive single” service 
costs £79 for a journey 
between London and 
Aberdeen, Carlisle, 
E di n bur g h, Fort WBBam, 
Glasgow and Inverness. The 
price includes- conti n en ta l 

breakfast. The aim is to 
at tract business ciutonwi s 

who normaiy fly in both 

(firecVons. Intercity said It 
was also offering winter 
and spring bargain prices 

onMotoraB. 


24-hour te Shuttle 

Eurotunnel's La Shuttle train, 
which takes passengers and 
cars through the Charnel Tunnel 
between Britain and France, 
started a round-the-dock 
service last week; 40 departures 
per day compared to 26 dafy 
Airing the introd u ctory phase 
The Fofcstone-CalaJB trip takes 
35 minutes. La Shuttle was the 
last of the various passenger 
and freight services to get going 
following the (aurch of the first 
commercial services through the 
tunnel last November 14. The 
launch of aO services was wed 
behind schedule. 

Eurotunnel said that aB 
services through the tuwef - Le 
Shuttle freight and tourist . 
services, rail-freight and the 
Eurostar passenger 



service between London, Paris 
and Brussels - were starting to 
establish themselves. THs will 
raise the stakes in the 
cross-Channel tussle for 
business between bains and 
femes. Eurotunnel added that 
the number of services would 
continue to increase, building up 
to the peak summer season. 
Last Tuesday, passengers on a 
Eurostar train travelling from 
Brussels to London were • 
delayed for two hoias rn Lite, 
northern France. They had to 
change trains because of an 
engine problem. 


F irst-time visitors landing in 
Sdo Paulo, Brazil's commer- 
cial and industrial heart, usu- 
ally gasp at the size of the 
urban sprawl beneath them, then 
choke on the pollution. 

The city is home to about 15m peo- 
ple, if shanty towns and suburbs are 
included, and prides itself on being 
the southern hemisphere's biggest 
metropolitan area, as well as one of 
the biggest cities in the world. But 
when it comes to ugliness, Sao Paulo 
beats them alL 

It is a monument to bad planning. 
Mile after mile of charmless concrete 
tower-blocks compete for light and 
scuffle over the occasional plot of 
greenery. 

The city grew too quickly, trans- 
formed by Brazil's rapid industrialisa- 
tion after the second world war, and 
its Infrastructure is still trying to 
catch up. 

World travellers may swap anec- 
dotes over a late-night drink that 
Mexico City’s pollution is worse, 
Bangkok's traffic system more appall- 
ing and Hong Kong's harbour more 
pungent. But S&o Paulo comes a close 
second on all three counts. 

Before cancelling your trip, how- 
ever, there is an aspect to Sao Paulo 
which visitors and residents often 
find compelling - its energy and 
enthusiasm. 

Sitting at the heart of one of the 
world's biggest economies, S3o Paulo 
is addicted to capitalism, money and 
consumption. For the millions of poor 
Brazilians who migrated to it in 
recent decades, it still provides the 
dream - however unattainable - of a 
better life tor future generations. 

It is also, in Its central districts, a 
cultured city. Successive waves of 
European and Japanese immigrants 
have produced excellent restaurants, 
reasonable museums and eclectic 
theatre. 

More recently, it has become one of 
the main centres for Brazilian popular 
music, home to the country's most 


Smart Guide: Sao Paulo 

Ugly but energetic 



successful football clubs and, this 
year, final resting place for the city's 
fhvourite son, Ayrton Senna. 

Where should I stay? 

Hotels are expensive, as elsewhere In 
Brazil and service often disappoint- 
ing. There are three main business 
districts. Given the city’s size, it is 
best to stay nearest to where your 
meetings are scheduled. 

For the centre of the city, where 
many state government departments 
and lawyers have offices, the Hotel 


Ca’d’Oro (tel: 256 8011) is reliable and 
has a good restaurant Single rooms: 
about $170. 

The main h anking and financial dis- 
trict has moved to the Avenida Pau- 
lis ta, the city’s best-known avenue. 
The most central hotel is the Mak- 
soud Plaza (253 4411), where rooms 
start at $280. 

Recently, several multinational 
companies have shifted out of the cen- 
tre to the “Marginal" district Here, 
the main business hotel is the Transa- 


merica (524 1100), where standard 
rooms cost $230. 

Restaurants? 

There are so many good restaurants 
in Silo Paulo that it is safe to ask your 
hotel for guidance. Italian and Japa- 
nese cooking is excellent Massimo, a 
smart and expensive Italian restau- 
rant is popular with businessmen, as 
is the baby-beef Rubaiyat chain of 
upmarket grills. For Japanese food in 
a vaguely authentic atmosphere, the 
main Asian district of Liberdade has 


Flight Inconvenience 

Aircraft toBets took a . 
panning from Britain’s 
Consumers’ Association last 
week. A survey in the 
association’s HoBday 
Which? magazine sakl the 
average provision was one 
toflet per 44 passengers. 
Most “Incanvtedent 0 afrihw 

a wa r d went to Portugal’s 
TAP - one toilet per 94 
passengers on Ka Boeing 
737-200®, while the best 
provision for economy 
passengers was on Thai 
Airways, Lufthansa, 

Northwest Airlines, Qantas, 
Swissair, Virgin and Iberia. 
In another survey, H found 
Egypt has the clearest . 
car-hue, fallowed by 
Thailand and Australia. 


several good restaurants on a street 
called Tomas Gonzaga- 

Central districts are very lively 
most nights, and areas like Jardins, 
Pin he ires and Bbriga are foil of late 
bars and caffe catering to different 
ages. Jardins draws a more sophisti- 
cated. older audience. Most nights, 
live music in Bixiga is cheap and fran- 
tic. 

Getting around? 

Ta xis are plentiful but not cheap ($2 
flag-fall}, and taxi drivers rarely know 
any but the largest streets. Preparing 
a map of where you are going can 
save much trouble. Drivers are 
friendly and more honest than their 
cousins in Rio de Janeiro. Prices are 
worked out using a meter and a tabu- 
lated price list 
What about safety? 

The central districts of the city are 
supposed to be no more dangerous 
than places like New York or London. 
But away from the centre, violence is 
often extreme. Visitors should be 
aware of the dangers, but not over-in- 
timidated. 

While it is perfectly safe to walk 
around in day-time, it is unwise for 
visitors to do so at night. Hide all 
valuables from view, including 
watches. If you are approached by 
someone with a weapon asking for 
your money - give it to them. 
Suppose I have a spare day? 

If you have a few hours to while 
away, the main art museum, known 
as MASP. is interesting, though Bra- 
zilian artists are outnumbered by 
European masters. The Municipal 
Theatre, in the city centre, offers rea- 
sonable classical music. 

At weekends, the main park of Ibi- 
rapuera is worth visiting to see urban 
Brazilians at play. If you have a more 
time available, Sao Paulo state's 
excellent beaches are about two hours 
away by car. If time is really not a 
problem, go to Rio. 


Angus Foster 
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An hour to spare: Milan 

The glory that is 
the Poldi-Pezzoli 


You are in Milan, with an hour 
between meetings. What to do? 

A courtyard off the teeming 
via Manzoni leads to the Poldi- 
Pezzoli, Milan's unsung and 
under-visited version of the 
Frick or the Wallace collec- 
tions. Inside the palazzo is a 
typically eclectic, latish 19th 
century offering of everything 
from arms and armour, dis- 
played in a Gothic revival 
armoury, to porcelain, Limoges 
enamels, paintings, furniture, 
textiles, jewellery, glass and 
sculpture. 

A period domestic flavour 
lingers still. The gilding and 
rich pigments of small-scale 
devotional altarpieces glimmer 
in shuttered upper rooms, and 
ferns a-plenty rise out of ormo- 
lu-mounted oriental porcelains. 
The glory of the Poldi is that 
you have all this and outstand- 
ing works or art. 

It is worth visiting to look at 
just one or two. Botticelli's 
Madonna of the Book may have 
seen too much or the restorer’s 
brush, but it remains a marvel- 
lous work. The Lamentation of 
the Dead Christ, unusually 
strong meat for Botticelli, is 
even more impressive. 

The famous 15th century pro- 
file portrait traditionally attri- 
buted to Pollaiuolo represents 
the archetypal blond Renais- 
sance beauty. From her 
immensely long neck roped 
with pearls to her fashionably 
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FT EXPORTER: Winter Issue - January 31st 

The next issue of the FT EXPORTER, Europe's leading export review will 
appear with the Financial Times throughout the UK and the Continent, on 
January 31st. Packed with advice, information and case studies the FT 
Exporter is a "must read" for all current or potential exporters. 

To receive further information, please contact 


Aine O'Connor 

Tel: +44 (0) 171 873 4071 


or 


Sally Beynon 

Fax: +44 (0) 171 873 4610 


ARCHITECTURE 


The key to prison design 

Colin Amery reviews The Architecture of Incarceration 


"Prison offers the same sense 
of security to the convict as 
does a royal palace to a mon- 
arch. They are the two build- 
ings constructed with the most 
faith, those which give the 
greatest certainty of being 
what they are... The masonry, 
the materials, the proportions 
and the architecture are In har- 
mony with a moral unity that 
makes these dwellings inde- 
structible for as long as the 
social form of which they are a 
symbol endures.” 

I do not suppose Michael 
Howard, Britain's home secre- 
tary, has spent a lot of time 
reading Jean Genet's 77ie 
Thiers Journal, despite the fact 
that tt offers an extraordinary 
and readable insight into the 
criminal mind, and a brilliant 
perception of the qualities of 
prison architecture. But he 
may, at this moment, have on 
his desk a copy of The Architec- 
ture of Incarceration. 

This is the last word on the 
timely question of prison 
design, it has some useful les- 
sons from a range of contribu- 
tors, including a cryptic intro- 
duction by Judge Stephen 
Tumin (HM Chief Inspector of 
Prisons), and the views of sev- 
eral architects, a prisoner and 
social reformers. 

In the last 15 years 21 new 
prisons have been built in 
Britain. There are more in the 
pipeline. Prison building repre- 
sents one of the few growth 
areas for the architectural pro- 
fession, and it is one that is 
gradually evolving its own phi- 
losophy. The problem is that 
the prison no longer represents 
the kind of certain, authoritar- 
ian world that Jean Genet 
described when he was writing 
about France in the first half 
of this century. The changing 
nature of our ideas about 
imprisonment is clearly 
reflected in the state of prison 
architecture. Prisons built in 
the late 18th century and 
throughout the 19th followed 
the Ideas of prison reformers 
such as John Howard and Jer- 
emy Bentham, who believed 
that punishment by confine- 
ment would both protect soci- 
ety and reform prisoners. 

At the heart of these ideas 
was the architectural necessity 
for a prison plan to allow the 
constant overseeing of prison- 
ers. This idea reached it zenith 
in Jeremy Bentham's panopti- 
con - or “all-seeing” prison. 



Strangeways: example of Jeremy Bentham’s “all-seeing” prison 


This centralised plan allowed 
the guards to be in a tower at 
the hub, where they could 
observe all the prisoners at all 
times. The Victorian era's 
radial prisons grew out of this 
Idea, and Pentonville in Lon- 
don, Strangeways in Manches- 
ter, Reading, Durham and 
Exeter are all examples that 
are still in use. 

These are the most basic of 
British prisons and are at pres- 
ent crowded to the full with 
prisoners. They are the prisons 
that provide rows and rows of 
cells on four or five levels, 
each wing radiating from a 
central rotunda. 

In The Architecture of Incar- 
ceration, the most revealing 
contribution is an essay by 
Peter Wayne, who has been a 
prisoner for 11 years. Anyone 
interested in architectural his- 
tory will have corresponded at 
some time with Wayne, 
because while “inside" he has 


become an architectural writer 
and historian, with a special 
interest in the English Baroque 
and Thomas Archer. He has an 
interesting literary style and 
writes from the experience or 
being in 30 different prisons 
throughout the UK. 

His description of spending 
23 hours a day with two or 
three other prisoners in an 8ft 
x 13ft cell is enlightening. Not 
until 1996 will the practice of 
“slopping out" be eliminated 
from British prisons. This 
means that men have to defe- 
cate like dogs on to a piece of 
newspaper laid out on the floor 
of the cell in ftotti of two or 
three other people, 

Despite this and other hor- 
rors, Wayne’s architectural 
and aesthetic sensibilities 
became highly developed by 
the contemplation of both his 
immediate surroundings and 
his reading and correspon- 
dence with architects. Appar- 


ently, Sir Richard Rogers 
wrote to him to say that his 
Lloyd’s Building, in the City of 
London, had been partly 
inspired by the atria of Victo- 
rian penal establishments. 

After the Mounlbatten Com: 
mission report in the mid-1960s 
(inspired by escapes and prison 
troubles), the idea took root 
that the Victorian system of 
ruthless containment was 
wrong and that prisoners 
should enjoy a system of reha- 
bilitation and dispersaL The 
prison architecture that 
resulted from this was as 
expensive and disastrous as 
the tower blocks and other 
monstrosities of the 1960s. 

Wayne offers a potent 
description: “Wrapped In their 
concrete, perennially water- 
stained walls; criss-crossed 
with miles of razor-wired fenc- 
ing; and sheltering smugly 
under anti-escape devices, an 
archipelago of Identical living 
blocks cluster around' the pris- 
on's main office and communal 
facilities." There are examples 
of these Mountbatten prisms 
at Long Lartin, Albany, on the 
Isle of Wight, and Gartree, In 
Leicestershire. Wayne feels 
almost nostalgic lor the 
authoritarian monumentality 
of the Victorian prisons. Pen 
haps he Is right and there is no 
place for egalitarianism in 
places of punishment 

I recommend this book to all 
judges and Home Office offi- 
cials, struggling to deal with a 
prison system that Is over- 
loaded with an unsatisfactory 
building stock of all periods. 
The examples of new prisons 
in other countries show that 
there is no one clear answer. 

Enterprising prisoners would 
enjoy the book - despite the 
feet that its detailed plans and 
clear photographs do not show 
precisely where the keys are 
kept. 

Published by Academy Group. 
London. £35. 

• In conjunction with the 
Royal Society for Arts, the 
Financial Times is hosting a 
panel discussion on The art of 
commissioning buddings - ad 
you need to know, on January 
18, starting at 6pm, at 8 John 
Adam Street. London WC2N 
6EZ. The Ft has sis pairs of 
tickets for readers, for the first 
applications received. Contact 
Vicki Harvey-Piper, corporate 
communications department, 
FT. tot 071-873-3331. 
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Duomo, Milan 

high forehead, she is cool and 
angular enough to chill the 
summer sky. 

Not so Mantegna’s Madonna. 
She sits with the sleeping 
Christ-child on her lap, bend- 
ing to rest her cheek on his 
brow. With one hand she cra- 
dles his body close to her 
under a protectively envelop- 
ing cloak, while her other hard 
gently supports his head - an 
extraordinary expression of 
maternal tenderness and sad- 


Susan Moore 
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lM -. I 1 bis has been- a big 

\/ f L I year for the 42-year- 

V I I lHi I old modem dance 

-f * A Q1 • I choreographer BUI 

* ..M T. Jones. Bis face 

I w U was an the cover of Time and 
*- X H/'T/he was the subject of a long 
v> Cj(j profile and a subsequent criti- 
cal broadside In The New 
Yorker. 

He received a prestigious 
MacArthur Fellowship and was 
S * v named resident choreographer 
of the Lyons Opera Ballet 
t**! while still leading his own 
. v, § !*. troupe In the US. Pantheon is 
S i soon to publish his autobiogra- 

* ■ *^05phy and the Public Broadcast- 
ft ’-ling Service is p lanning two 

• I shows cm. him. . 

# - Why is Jones’s choreography 
^^^pisOrahlihg so 'modi attention? 
Mgiltd TOit 1 «~w is hi gh on energy and 
SBra^verve, it is low on imagination 

' w *^arid design. What has set him 
Lapart bas not the been the 
L style of his work but its- con- 
!$i tent a combination of anger 
, and sexual provocation, 

I ?:As he told The' New Yorker, 

I hS: makes heavy use of “the 
! objectification of my own body, 
knowing' when to take your 
shirt off v. . There’s a whole 
dynamic that I've worked 
with." 

His other dynamic is rage at 
tbs audience: black rage, gay 
i rage. He is black, gay and HIV 
positive. In the first piece he 
ever choreographed, a 1974 solo 
called A Dance with Dtcrga 
Devi, he stood in front of the 
audience stroking his body and 
saying to the spectators, "You 
want some?” Then he cursed 
! them. . 

In Last Night on Earth, a solo 
■ piece which he created two 
years ago, soon after his HIV 
status became known, he 
ended by falling to the floor in 
* ' d -« such a way that the audience, 
-while contemplating -his 
demise, was also forced to bon- 
template his crotch, swathed th 
a sequined dance belt. They 
greeted it with reverential 
applause, whereupon he rose, 
shot his flat in the air in the 
Black Power salute and 
stormed angrily offstage. 

The angrier he has been, the 
more he has used sexual provo- 
cation. Last summer, when he 
was dancing a solo at a land- 
raising party on Long Island, 
he stopped In front of two 
small children of prospective 
board members and exposed 
his genitals to them "It was' 
like a Japanese kabuki mime," 
he later explained, "the act 
when an Intense moment hap- 
pens and the protagonist stops 
to make a pose." ' 

“So much of sex is about 
anger," Jones has said. The 
conjunction of those two ele- 
ments works a curious magic 
cm Jones’s audiences. It seems 
to appeal to their need to sin 
and be punished. Jones titil- 
lates them, unbuttons fads 
shirt, uses "that whole 
dynamic", then upbraids them 
More .crucial fin American . 
audiences is the fact that t he 
sexual image is black-skinned. 


LEIPZIG Alfred Schnittke 

wrotehis Seventh Symphony for Kurt 
Masur oidthe New York Phi harmon.c 
Orchestra, who gave the fir- 

performance o yea. ago ■ iere 

M rh,s^Gewandhaus Orchestra. 
There arc performances in Leipzig on 
Thursday, Diisseldorf on Saturday an 
Cologne on Sunday morning. 


A rarasthowing of ■ 

French Renaissance ' 

prints can be seen at 
■..fosMetropofitan 
. Museum of Art over the 
.next three months, 
jppenipg on Thursday',' . 
the exhibition consists 
of 126 works on paper ■■ ' 
I from the BibJiothftque 
Nationals hr Paris. They . 

: range from etchings of 
. FbtttJdnebiBau made In 

■ small numbers for 
ertists and 
connoisseurs, to' 

pop ular woodcuts 

the social and 
spiritual upheaval of 
France In the 18th ' 
ceptury.' 


The only JansCek 

production for which 
David' Pountnsy, • 
received acrihcal 
drubbfeigwas lib 
extravagant English 
National Opera version 
of “The Adventures of 
MrBroucek" *n1992. - 
But Peter Jonas, 
Pountney’s former END ■ 
team-male .arid now 
Intendftrt at the • 


decided, the production 
was'gpod^anough for. 
Munich. Sung in . 

t&rman; It opens on 
Thured^wi^ Robert 
Tear in the title rote. 


The new 'season at the 

Teatro defl'Opera; ' 
opening. on Saturday with 
Barfioz’s “Bertvenuta . 
Oefflrtf*, ts the-flrst In a 
•throeyear coflabonrtfon 
wfth the Royal Opera, 
Govent Garden: Although 
the' Berlioz, production' b 
not included in the 
exchange, k.wfli be a test - 
of hew.Sovrintariderito - 
Giorgio VWusso‘s abBtty - 
- to restore the fortunes of 
the Rome- company, it is 
conductedby John 
Nebon aid staged by 
Luigi PraiettLwtth a cast 
including Gosta . 
WJnbergh, Deborah 

Riedel and Diana 
Montague. 


At the Tricycle Theatre In 
Wlbum from today, ‘Ain't 
Misbehavin'" brings back to • 
Loudon the music of the great 
Pots WaBer Including 
“Honeysuckle Rose", "Your 
Feet’s Too Big", Tve Got 
a Feeling I’m Falling', 
and “Keepln' Out of 
Mischief Now". 

The show - 

' conceivedby 
Murray. Horwitz. 
and Richard 
Maltby and 
directed 
hereby 

' Nicolas Kent 
and Gillian 
Gregory -was 
a Broadway hit 
in 1978. 


Dancer 
with a 
black rage 
against 
his own 
dying light 

Joan Acocella traces sources of 
anger for Bill T. Jones 


Jones feeds on liberal guflL He 
treats the audience with appar- 
ent hatred, but can they hate 
him back? 

No. H e is black, he is gay, he 
is HIV-positive. He has suf- 
fered, so maybe they should 
suffer too: at least suffering for 
this moment in the theatre is 
far less painful than taking 
political action for the sin of 
being more fortunate. 

Jones has recognised this 
effect In placing himself as an 


7 can see in their 
eyes that they feel 
sorry for me , 
that Tm already 
dead. And that 
makes me mad’ 


erotic image before the audi- 
ence, he is recapitulating “a 
history of exploitation", the 
exploitation of black bodies for 
white purposes. 

“This costs me something," 
he adds, “and I want you to 
know that it costs me some- 
thing." But as he knows, it also 
gains him something. 

The spectators, having bad 
both their sin and their spank- 
ing, feel they have experienced 
something complete and pro- 
found. And so they leap to 
their feet, applauding, and pro- 
nounce the work "courageous". 

In his solo performances, 
Jones's most striking quality is 
his narcissism, his burning 
focus on his body as a source 


of fascination that we are 
intended to share. Even when 
he is not before us in person, 
stroking his chest or shaking 
his fist, he is doing it behind 
the scales. 

In a 1989 New York show, he 
had one of his dancers, Demian 
Acquavella, who at that time 
was dying of Aids, make an 
unscheduled appearance on 
stage. Dressed In a diaper and 
apparently unaware of what 
was going on, Acquavella 
grinned helplessly and 
thrashed on the floor until 
someone carried him offstage. 

By ignoring Acquavella's 
dignity. Jones had made 
another strike at the audience, 
as if they had caused Aids or 
were at least indifferent to its 
ravages. 

Recently, however, the tone 
of Jones’s self-presentation has 
shifted. There is less rage, less 
sex, and more of a feeling of 
spirituality. 

A current publicity photo- 
graph shows Jones naked but 
for a loincloth, ascending into 
the air like an angel, or per- 
haps an image of the resurrec- 
tion of Christ. Clearly Jones is 
thinking about his death long 
before he should have had to, 
and for this one pities him. But 
the note of self-glorification is 
unmissable. 

The same atmosphere perme- 
ates his newest piece. Still/ 
Bare, now touring Europe and 
America. Last year he held sev- 
eral “Survival Workshops", 
inviting people with serious ill- 
nesses - cancer, cystic fibrosis, 
Aids - to talk to him- Video- 
tapes of t he events became the 
raw material for Still/ Here. 

The movements of the “sur- 





Bill T. Jones makes heavy use of the objectification of my own body, kn o w i ng when to take your shirt off 


vivors" were the basis for the 
choreography. Their faces are 
shown on the videotapes that 
play throughout the piece. The 
score includes sound tapes of 
their voices, together with 
songs, composed by Kenneth 
Frazelle. based on their words. 

Still l Here uses the same gun- 
to-the-head psychology as 


Jones’s other shows. If audi- 
ences are implicitly required to 
applaud any show dealing with 
the evils of racism and homo- 
phobia. what can be their atti- 
tude toward a show that con- 
fronts them with innocent 
people facing death? 

This time, Jones is not abra- 
sive. In contrast to his previ- 


ous work, Still/Here Is ano- 
dyne. The choreography 
depends on dancers falling (ill- 
ness), other dancers supporting 
them (sympathy) and everyone 
gazing up into the light (search 
for meaning). 

Meanwhile, the voices of the 
“survivors" boom through the 
auditorium saying the same 




HcnrWta Bmta/PAL 

sad, but not especially incisive, 
things that most people say in 
the fhee of extreme suffering. 

In the lists of “survivor" 
names that are recited in the 
course of the evening, the 
name Bill comes up often. We 
also hear his voice again and 
again on the sound tape, advis- 
ing the workshop participants 


(“What would happen if you 
cried?"). 

But the most stunning act or 
self-regard comes in the finale. 
The company is dancing fre- 
netically - an image, presum- 
ably, of fear - and a television 
is rolled onstage showing 
Jones, in close-up, speaking to 
us. “Can you picture your 
death? Can you own it and be 
responsible for it?" 

One of the dancers pushes 
the TV set in and out among 
the other dancers, as if to 
spread its balm. Then he sits, 
fascinated, and simply watches 
Jones - an activity in which 
we are all invited to share. 
Having set himself up for so 
many years as our guilty con- 
science, Jones has now become 
our priest, our televangelist. 

According to a statement 
released by the company, the 
subject of Still/Here is not only 
the suffering of those who 
attended Jones’s workshops. It 
is all people trying to “survive 
in. for instance, war situations, 
famine, genocide, racism, etc.” 

In many cities, the show will 
be accompanied by a “Manag- 
ing Mortality" symposium, led 
by Jones. In Washington DC it 
was suggested that the sympo- 
sium be staged at the recently 
opened Holocaust Museum. 
Somalia, Bosnia, Rwanda, the 
Jews, presumably the Palestin- 
ians as well ... no one is 
excluded. 

Despite the shift In mood, 
Bill T. Jones has not stopped 
being angry. Earlier this year, 
he told The New York Times 
that he feels "angry and 
resentful that everyone isn’t 
HIV-positive”. Jones also 
becomes angry, he says, when 
he is identified as an “angry, 
HIV-positive black". But this, 
surely, is the identity on which 
he has built his work. 

He gets angry, too, when 
people show compassion over 
his HIV status. “I can see in 
their eyes that they feel sorry 
for me," he told Newsweek, 
“that I'm already dead. And 
that makes me mad. When did 
I cross over?" 

Actually, he crossed over 
into a special territory long 
ago, by presenting himself not 
as an artist but as an Icon, an 
avenger. But if, now, he asks 
not to he accorded a special 
status, we should pay him this 
courtesy. He is right - he is 
still here, which makes him 
different from many Somalis, 
for example. 

It is also time to stop accord- 
ing his work a special status. It 
is not church or therapy or his- 
tory’s courtroom. It is theatre 
and however grave its subjects, 
they are only adjuncts to his 
true subject - himself, and 
what he sees as his power over 
us as our scourge, our desire, 
and our spiritual counsellor. 

■ Bill T. Jones’s world tour 
continues until the autumn, 
including appearances at the 
American Dance Festival (July 
20-22) and the Edinburgh Fes- 
tival (August 25-27). 


IS*'; 

k: : 


r ’ ■ 




h'-^' 




-• • 

Sf-isf 

U:- •• 


? ' 


pi,;. i 


f*-? : 

» at 

■ ji'.’f 

#*» 

r-- 



fa. 1 * 




&■ 

fa ■ 

it- 1 

fa i* 

1 i.i • : " 


r* 1 '" 

9- 

|M.- v 

fa* 

»-*«- 

ftfaJ 

.4 1 

$i*« 

i-*:. • 
x 

i.te 

jj.-t • 1 

-it* 

l - i • 



i ■ r 

l - * 


r i 



■ AMSTERDAM 

CONCERTS 

Met Concertgebbuw Teh (020) 671 
8345 - • 

• Royal Concertgebouw Orchestra: 

with soprano Inga Nielsen, and 
mezzosoprano Elisabeth Laurence. 
Charles Dutoit conducts 
LutosJawsJd. Debussy, Stravinsky 
anti 8art6k at 8.15 pm; Jan 12,13, 
14’. ■ 

GALLERIES 

Van Gogh Museum Teb (020) 570 
5200 

+ ^OdDon Redon: retrospective of 
the French artist’s woric; to Jan 14 
OPERA/SALLET 
Hot MuzMdtheeter Teh(Q20) 551 
8922 -•; ••• 

• L'ltafiana bi AJgerfc by Rossini. 
Produced by Dario Fo, conducted 
Alberto Zedda at 8 pm; Jan 13, 15 
(ta0pm),l7,19 

■ BERLIN 

OPERA/BALLET 

Deutsche Oper Tet(030) 341 9249 
fa Ballet Evening: conducted by 
SebasSarr Lang-LessIng. Nacho . 


Duato, (Sen Tetley and Harris 
Mandafounis choreograph works by 
Debussy, Poulenc and Stravinsky at 
7 pm; Jan 14 (6 pm) , 17, 19 

• Der Rosen kavalien by Strauss. 
Conductor JQi Kout, production by 
GOtz Friedrich at 6 pm; Jan 15 

• Madame Butterfly: by Puccini. 
Conductor Sebastian Lang- Lessing, 
production by Pier Luigi Samaritan! 
at 7 pm; Jan 18 

• Zar und Zimmerman: by Lortzing. 
Conducted by Hans Hilsdorf, 
produced by Winfried Bauemfefnd at 
7 pm; Jari 10, 13 (8 pm) 

■ BRUSSELS 

CONCERTS 

PhBharmonlque de Bruxelles Tel: 
(02)507 84 34 

• Abdel-Rahman B-Bacha: pianist 
plays Choph at 8 pm; Jan 11 

• Belgian National Orchestra: with 
soprano Zsuzsa Mlsura, baritone 
Andras Molrtar and conducted by 
Yuri Simonov plays Wagner at 8 pm; 
Jan 12 

GALLERIES 

Musde sflxeBas Teb (02) 511 90 84 

• Gainsborough to Ruskai: British 
landscape drawings and 
watercolours from the Ptarpont 
Morgan Library In New York, 
inductee paintings by Constable, 
Turner and other 18th and 19th 
century artists; to Jan 15 (Not Mon) 

■ LONDON 

CONCERTS 

Barbican Teb (071) 638 8891 

• Briggfte Passbaender the 
mezzo-soprano with the Academy of 
London conducted by Richard 
Stamp plays Beethoven end Mahler 
at7J30pm; Jan 16 


• Faure: Requiem: City of London 
Slnfonia conducted by Harry 
Christophers plays FaurS and Mozart 
at 7.30 pm; Jan 20 

• London Symphony Orchestra: 
conducted by Ivan Fischer plays 
Dvofdk at 7.30 pm; Jan 12 
Queen Bizabeth Hafl Tel: (071) 928 
8800 

• Cantab ile: four man vocal 
harmony group consisting of 
counter-tenor Morgan Crowley, 
tenors Paul Hull and Mark Fleming 
and baritone Michael Steffan 
performs songs of love and war at 
7.45 pm; Jan 17 

• Messiah: by Handel. James 
Gaddam conducts the London 
Orpheus Orchestra and the London 
Orpheus Choir at 7.30 pm; Jan 15, 

• Orchestra of the 18th Century: 
with conductor Frans Bruggen and 
soprano Cyndia Sieden plays Haydn, 
Mozart and Beethoven at 7.45 pm; 
Jan 12 

• The London Philharmonic: 
conducted by Sgar Howarth plays 
Gabrieli. Stravinsky. Birtwistle and 
Byrd/Howarth at 7.45 pm; Jan 16 
GALLERIES 

National Gallery Tel: (071) 839 3321 

• The Young Michelangelo: small 
exhibition of the artist’s early work. 
Part of the 'Making and Meaning 1 
series; to Jan 15 
OPERA/BALLET 

English National Opera Tel: (071) 
632 8300 

• Figaro's Wedding: in house debut 
for conductor Derrick Inouye at 7 
pm; Jan 11, 14, 18 

Royal Opera House Tel: (071) 340 
4000 

• Cinderella: music by Prokofiev. 
Created by Fredrick Ashton in 1948, 
this was the first full-length 

ballet by an English 


choreographer at 7.30 pm; Jan 14 

• Cos! Fan Tutte: by Mozart A new 
production directed by Jonathan 
Miller. Conductor Evelino Pid6. In 
Italian with English surtities at 7 pm; 
Jan 18 

• Othello: by Verdi. Conductor 
Carlo Rizzi, director Elijah 
Moshinsky. In Italian with English 
surtitles at 7.30 pm; Jan 13, 17, 20 

• Swan Lake: by Tchaikovsky. 
Choreographed by Marius Petipa 
and Lev Ivanov, production by 
Anthony Dowell at 7.30 pm; Jan 16, 
19 

THEATRE 

National, Lyttelton Tel: (071) 928 
2252 

• Out of a House Walked a Man: 
by Daniil Kharms. A Royal National 
Theatre and Theatre de Com pi I cite 
co-production of a collection of 
musical scales by the Russian 
absurdist writer at 7.30 pm; Jan 17. 
18 (2.15 pm), 19 

• The Children’s Hour by UDian 
Heilman, directed by Howard Davies 
at 7.30 pm; Jan 9, 10 (2.15 pm) , 11, 
20 , 

■ NEW YORK 

CONCERTS 

Alice Tully Hall Tel: (212) 875 5050 

• Garrick Ohlsson: pianist, begins a 
six recital series covering the 
complete solo piano music of 
Chopin at 3 pm; Jan 15 
GALLERIES 

Museum of Modem Art Tel: (212) 
708 9480 

• Cy Twombly: Comprehensive 
retrospective of the contemporary 
American artist; to Jan 10 
OPERA/BALLET 

Lincoln Center Tel: (212) 721 6500 

• Heather Watts Final Performance: 


New York City Ballet principle 
dancer Heather Watts gives her last 
performance In George Balanchine's 
'Bugaku' and Pater Martins’ Valse 
Triste' at 7 pm; Jan 15 
Metropolitan Tel: (212) 362 6000 

• Die Redermaus: by J. Strauss. 
Sung in German with English 
dialogue at 8 pm; Jan 11, 14 (1.30 
pm) , 18 

• L’ Bisir d* Amore: by Donizetti. 
Produced by John Copely, 
conducted by Edoardo M Oiler at 8 
pm; Jan 9, 14, 17 

• Le Nozze di Figaro: by Mozart 
Produced by Jean-Pi erre Ponnefle, 
conducted by James Levine at 8 
pm; Jan 12, 16, 20 

• Madama Butterfly: by Puccini at 
8 pm; Jan 10, 13 

• Simon Boccanegra: by Verdi. A 
new production directed by 
Glancarto del Monaco. James Levine 
conducts the opening night cast of 
Cheryl Studer, PIAcido Domingo and 
Vladimir Chernov at 8 pm; Jan 19 

■ PARIS 

CONCERTS 

Champs EiysOes Tel: (1) 47 23 37 
21/47 20 08 24 

• Choir and Orchestra of the Kirov 
Opera: with soprano Valentina 
Tsidlpova, mezzo-soprano Olga 
Borodina, tenor Gegam Grigorian 
and conductor Valery Gergiev plays 
Verdi's 'Requiem 1 at 8J3Q pm; Jan 
10 

• Nathalie Stutzmanrc contralto 
and pianist Inger Sfidergren plays 
Schumann, Debussy and 
Tchaikovsky at 8J0 pm; Jan 17 

• Virtuosos of Moscow; violinist 
Vladimir Spivakov plays Haydn, 
Barfok and Tchaikovsky at 8.30 pm; 
Jan 16 


GALLERIES 

Grand Petals Tel: (1) 44 13 17 17 

• Gustave Caillebotte: retrospective 
of the painter and patron of art who 
belonged to the circle of 
impressionists; to Jan 9 

Musde d’Orsay Tel: (1) 45 49 11 11 

• Forgotten Treasures from Cairo: 
a rich collection of works by Ingres, 
Courbet, Monet, Rodin, Gauguin and 
others; to Jan 9 (Not Mon) 

■ WASHINGTON 

CONCERTS 

Kennedy Center Tel: (202) 467 

4600 

• National Symphony Orchestra: 
with soprano Sizabeth Futral, 
mezzo-soprano Claud Ine Carlson 
and the Choral Arts Society of 
Washington. Leonard Slatitin 
conducts Ravel and Mahler at 8.30 

pm; Jan 12, 13, 14, 17 (7 pm) ' 

• Washington Chamber Symphony: 
Stephen Simon conducts Bach and 
Haydn at 7.30 pm; Jan 20 

• Yo-Yo Ma- the cellist along with 
pianist Emanuel Ax, violinist Pamela 
Frank, clarinetist Paul Meyer and 
flutist Euglnia Zukerman plays 
Brahma and Schoenberg at 8.30 
pm; Jan 1 1 
OPERA/BALLET 

Washington Opera Tel: (202) 416 
7800 

• Semele: by Handel. Conductor 
Martin Pearl man. Roman Terteckyj 
directs a Zack Brown production at 
8 pm; Jan 9 (7 pm) , 13, 16 (7 pm) 

• The Bartered Bride: by Smetana. 
Conducted by Heinz Fricke. In 
Ehgffsh at 8 pm; Jan 19 

fa Vanessa: by Samuel Barber. 
Director Michael Kahn, conductor 
Christopher Keene at 8 pm; Jan 14 
(7 pm), 18, 20 


WORLD SERVICE 
BBC for Europe can be 
received in western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Tima) 
MONDAY TO FRIDAY 

NBC/Super Channel: 

FT Business Morning 0700; 

European Money Wheel 
(nonstop live coverage until 
1400 of European business 
and the financial markets) 

Financial Times Business . 
Tonight 17.30 

Financial Times Business 
Tonight 00.00 midnight 
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Samuel Brittan 

How to downsize 
the US today 



•. One of the 

d more thought- 

New Year’s 

vm/m eve pro- 

grammes, pres- 

|vHb ented by Chris- 

■ topher Hlrd, 

■ -*W- V was devoted to 
one message: the irrelevance of 
traditional politics in the face 

of financial globalisation. 

How Car is it tree? And if so, 
what follows? The wrong 
moral is that the political units 
have to be large. The correct 
moral is that the limits to gov- 
ernment action are now more 
quickly apparent The propor- 
tion of the naHnnal inmma of 

the main industrial countries 
invested overseas is less than 
it was at its peak before the 
first world war. The change is 
in the speedier transmission of 
information and money. The 
net flows across the exchanges 
are the difference between far 
larger flows which offset each 
other over hours or minutes. 

But the interaction is 
two-way. Just as governments 
watch financial markets, the 
markets themselves watch gov- 
ernments. The 'White House 
official who observed that he 
would exercise more power in 
the bond markets than he ever 
would as president of the US 
was, to say the least, exagger- 
ating. Rapidly reacting capital 
markets do, of course, make 
some policy options more diffi- 
cult. Fixed, but adjustable, 
exchange rates of the Bretton 
Woods or ERM types are proba- 
bly no longer a realistic option; 
and a straight choice baa to be 
made between floating and a 
full monetary union with part- 
ner countries. But a monetary 
authority that is really sure of 
its ground does not have to 
follow bond markets slavishly 
in setting its short-term rates. 

It isalso necessary to pay 
the more mobile factors of pro- 
duction the going world rate of 
return. Again the proposition 
should be stated carefully. Net 
managerial and professional 
salaries have to be broadly 
comparable across borders. But 
tax rates can still vary so long 
as pre-tax salaries are corre- 
spondingly greater in the high, 
tax countries. Countries can 
also survive with above-aver- 


age “social" levies on wage 
bills, provided that citizens are 
prepared to offset these costs 
by lower take-home pay. 

Moreover, financial globali- 
sation does not dictate the size 
of political units. Indeed, many 
existing units may be too 
large. Western governments 
wmrip enormous mistakes in 
trying to set up post-colonial 
unions, such as the ill-fated 
Central African or Caribbean 
federations. They repeated the 
mistake in supporting unions 
such as the Soviet Union or 
Yugoslavia for far too long. 
And they have continued to 
talk nonsense about Chechnya 
being an internal Russian 
affair, while overlooking that 
Russia is itself a federation 
imposed by Tsarist conquest 

The moral applies for the 
west As US managers have 
pioneered “downsizing" busi- 
ness operations, it is poetic jus- 
tice that Thomas Naylor, a for- 
mer Duke University 
economics professor, should 
now propose “downsizing the 
USA"*. He believes it is futile 
for the White House or Con- 
gress to impose Washington- 
based solutions for problems 
such as poverty, homelessness, 
racism, drug abuse, violent 
crime, fhiM ahnw and inade- 
quate education. For the US 
conspicuously lacks “a well-de- 
fined sense of community or 
attitude of connection linking ' 
our 50 disjointed states". 

Because the Confederate 
states tried to secede in .the 
19th century for reasons such 
as the preservation of slavery 
and racism, it does not follow 
that secession would be wrong 
today. Naylor suspects that 
secession today would be led, 
not by the south, but by states 


such as Alaska, Hawaii, Ore- 
gon and Vermont, above all the 
latter. He points out that Ver- 
mont’s share of the $500bn 
savings and loan bail-out was 
ywyhn even thoug h it hart nn 

savings and loan bank failures. 

He believes that states 
already have the legal right to 
secede. But to avoid Caucasian- 
style catastrophes, America 
should plan for secessionist 
movements well in advance. 
Before Eurosceptics cheer too 
loudly, they should note that 
Naylor favours continuing 
with a single currency for all 
the states and also establishing 
a mutual defence alliance. 

There is room to debate 
whether the best formula is a 
confederation like Switzerland 
or a strong but limited state 
with responsibility for cur- 
rency, security, defence and 
trade. Naylor perhaps over- 
idealises Switzerland, where 
“children are taught the vir- 
tues of self-sufficiency, hard 
work, co-operation and loyalty 
to family and community" and 
where welfare is administered 
by 26 very small cantons. 

The European Union is still 
very weak in those main func- 
tions which are best exercised 
centrally, and much too 
heavily involved in matters 
such as common agricultural 
mar ket rigging or labour mar- 
ket and environmental regula- 
tion, which are best handled 
locally. It would not be a model 
that many would want to build 
if it did not already exist For- 
tunately federal superstates 
and reactionary nationalism 
are not the only alternatives 
for the future. 

^Challenge, December issue, 
ME. Sharpe, 80 Business Park 
Drive, Armonk, New York 10504 


E urope’s social security 
systems are in danger 
of collapsing under 
their own weight, 
according a study from the 
Federal Trust released today. 
The study urges the European 
Union to agree a new directive 
requiring governments to grad- 
ually wean their citizens off 
tiie generous state pension 
benefits financed with taxes on 
existing workers and encour- 
age people to save more for 
their old age. 

The conclusions are similar 
to those in a World Bank study 
published last autumn which 
warned that unless countries 
begin planning now, their 
social security systems mil be 
beyond reform in the next cen- 
tury when pension payments 
will constitute the lion's share 

of government spending. 

Ironically, it is Latin Amer- 
ica, for years a symbol of eco- 
nomic l |ii ) r Tnaria 6* mi ent that is 
attracting the Interest of Euro- 
pean pensions experts. Several 
countries there, particularly 
Chile, appear to be successfully 
making the transition away 
from state-funded pensions to a 
largely privately-funded pen- 
sion system. 

“Chile concluded in 1979 that 
even if inflation fell to zero and 
the economy grew at the proj- 
ected rate, the country’s entire 
gross domestic product would 
eventually have been required 
to meet the pensions promises 
as they were then,” says Mr 
David Callund, partner at Cal- 
lund and Co. an actuarial con- 
sulting firm specialising in 
Latin America. 

For Chile, the benefits of 
reform have been remarkable. 
According to the World Bank, 
financing the state's guaran- 
tees to retired people win cost 
less than 1 per cent of GDP. 
The remainder of pension pro- 
vision is financed by savings - 
employees are required to save 
13 per cent of their pay. 

Admirers of Chile's reform 
say it has produced better pen- 
sions - about 40 per cent 
higher than before - and cre- 
ated a pool of savings that has 
stimulated economic growth. 
Pension assets are now worth 
$l8bn, or 40 per cent of GDP, 
and provide an important 
source of finance for the pri- 
vate sector. 

In continental Europe, most 
pension provision is financed 
on a “pay as you go" basis, 
rather than by savings. The 
taxes and social security con- 
tributions paid by employees 
and employers are used to pay 
pensions to those who have 
retired. 

But as people are living lon- 
ger, the ratio of workers to 
retired people is falling - and 


How the old depend on the state 



Sources of non-wage Income for heads of household over 65 years 
Hi MvK&ray public pontons ^ 




that means a bigger burden to 
support pensioners for those In 
work. 

“If we don't change our 
structure, social security con- 
tributions will more or less 
double over the next 30 years 
Europe-wide," says Mr Koen de 
Ryck, who heads the European 
Federation for Retirement Pro- 
vision. a group urging pension 
reform. 

In much of Europe, govern- 
ments have responded with 
reforms to their pension 
systems, raising taxes and 
trimming benefits. But that 
has not always proved popular: 
in Italy, for example. 1.5m 
workers took to the streets to 
protest against proposed bene- 
fit cuts needed to reduce the 
government's deficit, forcing 
the Berlusconi government to 
postpone its plans. 

The intensity of the reaction 
is hardly surprising, since, as 
the chart shows, pensioners in 
industrial countries currently 
depend overwhelmingly upon 
the state. 

This degree of dependence 
on the state also makes the 
idea of big changes in state 
provision highly unpopular. 
Inevitably, most European pen- 
sions experts believe that the 
radical reforms of the Chilean 
model - imposed under a mili- 
tary dictatorship - could not 
be applied to Europe. 

“The Chilean experience can- 
not be exported," says Mr Dan- 
ieli Pace, head of Centro Euro- 
peo Richerche, an Italian 
research institute. “They built 
that experience with tanks. In 
Italy we have a little problem 
called democracy." 

However, other Latin Ameri- 
can countries such as Argen- 
tina, Colombia and Peru - all 
of them democracies - are put- 


ting in place pension reforms 
s imilar to Chile's and without 
mass protest 

Mr Callund argues that the 
central ingredient in getting 
Chileans to accept reform was 
not their fear of the authori- 
ties, but their fear that the 
existing system would never 
deliver its promises. The prob- 
lem about introducing similar 
reforms in Europe is that 
despite the frightening projec- 
tions about the tax burden, 
most Europeans still believe 
that promises can and should 
be met. 

I n France, for example, the 
government has 
attempted to ensure that 
benefits can be paid by 
tinkering with the system. It 
has increased the number of 
years workers most contribute 
to receive full pensions and 
tied annual inflation adjust- 
ments to prices which rise 
more slowly than wages. 

“The French like crisis," said 
Mr Emmanuel Reynaud, direc- 
tor of IRES, a French think- 
tank. “But the schemes are 
working now although their 
rate of return is going down. 
It is not on the point of col- 
lapse." 

And in spite of the high lev- 
els of contribution required of 
employees and businesses, the 
political climate in France is 
deeply suspicious of those who 
“want to destroy the commu- 
nity of interest between 
employer and employee”, he 
said. 


verting from a pay-as-you-go 
system into a funded system, 
Mr Reynaud said, “is that one 
or two generations have to pay 
twice". Current generations 
would have to continue paying 
their taxes and social security 
contributions to pay existing 
pensioners, while building up 
personal savings to pay for 
their own pensions. 

Governments will therefore 
have to offer fiscal incentives 
to persuade people to save 
long-term for their retirement 
- a move that will create still 
larger budget deficits. 

This “funding gap" was 
closed In Chile by increased 
public borrowing, through gov- 
ernment bonds that offered 
returns above the rate of infla- 
tion. The private-sector fund 
management companies set up 
to invest employees' pension 
contributions were required to 
buy these bonds. 

(These investment restric- 
tions have now been relaxed 
since the growth of assets 
under management has been 
so swift - private pension 
schemes can now invest in cor- 
porate bonds, foreign debt and 
equities.) 

However. Chile had a public 
sector surplus at the time it 
instituted pension reform. 
European states are already 
heavily burdened with public- 
sector debt and are unlikely 
to be able to follow this route. 

Moreover, Chilean pension 
reform came about as part erf a 
wholesale reform of the domes- 


later 


tic economy which included 
easing foreign ex c h a n ge con-' 
trols and a widespread pro- 
gramme of privatisation. This 
gave rise to strong economic 
growth which in turn helped 
invested assets outperform 
infla tion. 

European pensions experts 
say that enthusiasts for the 
Chilean model tend to gloss 
over its shortcomings. One is 
the spiralling sales costs cre- 
ated by fierce competition 
between the fund managers as 
they compete for new mem- 
bers. 

Another is a growing prob-. 
lem of employees evading the 
compulsory contributions. 
Also, the guaranteed mihtmnm 
of 20-25 per cent Of naHnnal 
average earnings . is too -low to 
be acceptable in many industri- 
alised countries. 

But even if the Chilean expe- 
rience cannot be replicated eas- 
ily in western Europe, pen- 
sions experts believe that the 
countries of eastern Europe 
could learn much from it hi 
these former communist coun- 
tries, governments urgently 
need an alternative to pay-as- 
you-go systems that pay low 
benefits to large numbers of 
people. Mr Callund notes that 
the macroeconomic picture in 
some east European states is 
similar to that faring Chile in 
the late 1970s. 

And while there are political 
and fiscal obstacles in westers 
Europe to converting from pay- 
as-you-go pensions to a funded 
system at a stroke, the transi- 
tion is mie that will have to be 
made - if only gradually. How 
each country makes that tran- 
sition will reflect not only its 
demographic and macroeco- 
nomic setting, but its cultural 
traditions. 


Save now, spend 

Europe can learn from Chile’s 
pension reform, say Norma 
Cohen and David Pilling 

The main problem in con- 
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All over the country perfectly 
sensible businessmen and women are 
working on their school projects. 


They’re all part of the Private 
Finance initiative, the PPL 

It encourages companies and 
education to do business, business 
that benefits both sides. 


ranging sports facilities that 
doable as sports centres by night. 

From lending some finance to 
lending some experience through 
consultancy. 


For your copy just get to work 
on the coupon. 

I 1 

| Name j 

I Job Title. f 


Since the initiative started all 
sorts of colleges and universities 
and all sorts of companies have 
been involved. 

And now schools are too. 

Already, millions of pounds’ 
worth of business has been done. 

From setting up joint research 
and development centres to 


The opportunities abound- (There 
are 24,000 places of education in 
England alone.) 

And now they are even easier to 
take: since the Budget, schools, 
colleges and universities have 
more flexibility in financing 
projects. There’s a free brochure 
that will tell you more. 


j Company _ 

I Address 


-Postcode. 


Smd this coupon to: Education Moans 


I 
I 

I Business. PO Box 8193, London, E15 2EU. 
i To receive more information about the 
I Private Finance Initiative tick bore □ 

| If you’d rather phone for this brochure 
| cal) 081 885 073S (Hon -FW Sam -5pm). 
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EDUCATION MEANS BUSINESS 



Labour’s pursuit of City support 


From Mr James Forder. 

Sir, Professor Buiter (Letters, 
January 4) writes that the 
threat of a City “test" of a 
Labour government should 
lead Labour to commit itself to 
the City's favourite proposal - 
Bank of England indepen- 
dence. But what claim would 
Labour have to being either 
the party of justice or of sound 
economic management if it 
were to give in to such special 
interests? 

It is not as if City approval is 
a true mark of good policy. The 
City heartily approved of the 
Lawson boom until too late - 


Criteria for 


test passed, but policy disaster. 
Economic success, on the other 
hand, only awaited former 
chancellor, Norman Lamont’s 
failure to “reassure" the City 
that sterling would stay within 
the exchange rate mechanism. 

Furthermore, many current 
problems can be traced to 
years of basing policy on the 
maintenance of “coincidence”, 
favouring City interests over 
manufacturing and most 
recently the hysterical pursuit 
of ever-lower rates of inflation, 
with astonishing disregard to 
the interests of manufac turing. 

What is required of Labour is 


a balanced approach to the 
interests of manufacturing and 
other sectors and emphasis on 
long-term goals, not appease- 
ment of City speculators. 

But Bank of England inde- 
pendence pulls the other way, 
seeking to hand over policy- 
making to City interests. For 
Labour to turn the Bank into a 
privatised quango to pursue 
low inflation might win City 
favour, but it would let down 
the country. 

James Forder, 
fellow in economics, 

St Peter's College, 

Oxford OX1 2DL 


Institutions’ monstrous 


bonuses 


view on liability for clients 


From Mr Philip Daubeney. 

Sir, Jim Kelly refers (“Disclo- 
sure of board bonuses 
increases", January 4) to the 
fact that a number of electric- 
ity companies, which appear to 
be picked at random, had 
based bonuses on five different 
sets of criteria. 

This is hardly surp rising as, 
of the five companies named, 
four are of differing natures. 
Yorkshire Electricity is an 
English regional electricity and 
energy company; Scottish 
Power is both a Scottish 
regional electricity company 
and a generator; National 
Power and PowerGen are 
FngHsh and Welsh generators; 
and Nuclear Electric is a 
nuclear generator still in the 
public sector. Therefore, it 
should come as no surprise 
that such a group of leading 
companies, albeit all in the 
electricity Industry, use differ- 
ent criteria when setting out 
their policy on bonuses. 

Philip Daubeney, 
chief executive. 

Electricity Association, 

30 Miitbank, London SW1 


From Mr R Sturmer. 

Sir, I refer to your report, 
“Fund managers face dpmamta 
from banks to identify clients” 
(January 5). Two years ago I 
raised the matter with the 
Financial Law Panel because 
of the potential financial prob- 
lems that could ensue from the 
attitudes of many leading 
investment managers. 

As the director responsible 
for compliance and risk of an 
institutional stockbroker, I was 
greatly concerned to receive 
from many institutions letters 
stating that they had no liabil- 
ity for their clients as they 
were acting only as agents. 

It seemed monstrous that 
our iftarting ingnrarwp compa- 
nies, pension fund managers 
and discretionary Investment 
fund managers should be 
adopting this attitude, even if 
legally tbey may have been 
within their rights to do so. 

Brokers almost always acted 
as agents, and one could envis- 
age a situation where It would 
have appeared that the market 

consisted only of agents deal- 
ing with each other and with 


no one prepared to take the 
responsibility. 

However, it raised another 
question. If the broker had to 
rely upon the undisclosed cli- 
ent, how could he know his 
customer as required by the 
regulators? 

We also found the institu- 
tions unwilling to divulge 
information about their clients 
and so, if we wanted to con- 
tinue doing business, we had 
to adopt the attitude that the 
risk was minimal and that no 
honourable institution would 
in fact rely upon its disclaimer; 
but these days who knows? 

I never had the guts to sug- 
gest to the writer of the letter 
that I would contact his chair- 
man to ask whether he was 
aware that his organisation 
was prepared to do business in 
this fashion. 

The institutions have only 
themselves to blame if they 
find they are under attack. 

R Stunner. 

49 Tor Bryan, 

Ingatestone, 

Essex 

CM4 9HL 


Why the Middle East peace process has stalled 


From Mr Graham Watson 
MEP. 

Sir, Your leader, “No peace 
for the timid" (January 4), is 
supported by the experience of 
a small group of Liberal Demo- 
crat MPs, which visited Israel 
just before Christmas. Our 
meetings with Israeli and Pal- 
estinian leaders suggested to 
us that the peace process has 
stalled for three main reasons. 


First neither side is able to 
rein in its extremists. Second, 
the Lib-Lab coalition’s freedom 
of manoeuvre is restricted by 
the unpopularity of its domes- 
tic policies at home. Finally, no 
way has yet been found of 
bringing Syria into the equa- 
tion; and Syria is essential to a 
lasting AraMsraeH peace. 

The difficulty also lies, how- 
ever, in the fact that the prize- 


must now get dot 
nitty gritiy. The ini 
community has in 
much in peace that i 
let the initiative fail 
Graham Watson, 
MEP for Somerset 
Devon, 

10 Belvedere Road, Tt 


Newt and 
his mother 

From Ms Eileen Q’Carmar. 

Sir, Newt Gingrich, Speaker 
of the US House of Representa- 
tives, said the conduct of Ms 
Connie Chung was “despica- 
ble” (“Republicans hall an 
amazing day”, January 5), 
referring to her interview with 
his mother. I would think that 
Gingrich would rather admire 
Ms Connie Chung. On his first 
day of service as Speaker she 
was able to publicly embarrass 
him by using the most unsus- 
pecting weapon: his mother. 
How long did it take Gingrich 
to dig up dirt on former 
Speaker Jim Wright? Perhaps 
if he had hired Bis Chung. . . 
Eileen M O'Connor, 

20 Edgewood Road, 

Glen Ridge, 

New Jersey, US 


Turn rail 
into road 

From Mr Alan G Saunders. 

Sir, While stuck in the (now 
seemingly inevitable) traffic 
jam going south on. the MB a 
few days ago we were, for a 
good half-an-hour or so, in 
close proximity to the 
West Coast Railway. 

During that time one train 
went by. That is, one train in a 
period of more than 30 minutes 
and on a track which took up 
as much space as the motor- 
way which was clogged with 
traffic. 

It is apparent that the rail- 
ways have been in decline now 
for decades and that a dra- 
matic rethink is necessary. To 
tarmacadam present railway 
tracks and to open than up to 
commercial traffic (freight and' 
passenger buses) would not 
only relieve congestion on the 
motorways but would also pro- 
vide direct access to city cen- 
tres for public transport and 
commercial vehicles. 

, If the present rail privatisa- 
tion proposals are enacted then 
one can only assume (and 
hope) that the commercial 
facts of life, which have thus 
far been ignored, will didate 
that a more efficient use -is 
made of this country's slender * 
land resource. 

Alan Saunders, 

"Tigh Ruadh” 

Hazelwood Road, 

Bridge of Weir, 

Renfrewshire PAll 3DB 
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, Mr Felipe Gonzfilez, fee Danish 
r A ■ prime minister, has presided over 
I Qv his country for 12 years, two- 
■ vl thirds of its period as a modem 
\\ democracy. Be has brought Spain 
into the mainstream of European 
sj... integration, greatly increasing its 
standing in international affairs. 
l ' ■: *.o Yet ever since he won the general 
'• ' i election in June 1993, the star of 
' ' Mr Gonzalez's minority Socialist 
ii government has been on the 
• wane. 

The latest allegations of govern- 
■i T , f ment corruption and wrong-doing, 
= together with the slide of the 
“■“■a 'I '* 5 peseta on the currency markets, 
S have heightened the impression 
^ that the prime minister has lost 
his grip. Spain appears in the 
throes of a spell of political uncer- 
-J ;~s tainty that could eventually bring 
• eaify- general elections. 

Mr Gonzdlez bears a varying 
^ degree of responsibility for his 
'/ woes. The man hailed as the uni- 
Her of the Spanish left has proved 
incapable of healing his party’s 
' factional quarrelling, and. of 
grooming a successor from within 
its ranks. Other misfortunes stem 
from misbehaviour by subordi- 
’ nates. The recent accusations 
against former security chiefs sus- 
; - -t pected of organising an 
r ' r - ••'k,- undercover war against Basque 
_ >:.< separatists 10 yeans ago, though 
=15 v serious, are not by themselves suf- 
"*"■ ■''.35. ficient to drive Mr Gonzalez from 
office. Yet these allegations, 
extending the series of scandals of 
.the past three years, have 
1 wrought fresh damage to Mr Gcnz- 

: ilez’s image and credibility. 


economic structures. Nonetheless 
Mr Gonzdlez has achieved some 
economic successes. He has intro- 
duced. long-overdue reforms to 
relax hiring and firing rules with- 
out sparking serious trade union 
unrest - an accomplishment that 
Mr Aznar might envy. The govern- 
ment .is pushing forward telecom- 
munications liberalisation, pen- 
sions reform and deregulation of 
other protected sectors. After 
three consecutive years of eco- 
nomic growth well below the 
European average, the OECD is 
forecasting 1995 gross domestic 
product growth of 2 J9 per cent, in 
line with Spam’s EU partners. 


Inflation fears 






***. 


Lacklustre opposition 
The Catalan party CiU, on 
whose support Mr Gonzalez relies 
to stay in power, has said it. will 
continue to hack the government. 
The conservative Popular party, 
headed by Mr Josfi Maria Aznar, 
has thus Ear been a lacklustre 
opposition. But if the party 
achieves a victory in the May 
regional elections similar to its 
sweeping win in last June's Euro- 
pean elections, a move to topple 
•Mr Gonzdiez would became feasi- 
ble. 

-On the economic front, progress 
in reducing the budget deficit has 
been uncomfortably slow, the offi- 
cial 24 per cent unemployment 
rate, while overstating the true 
position, underlines how Ear Spain 
still has to go to modernise its 


Unfortunately for Mr Gonzdlez, 
accelerating domestic demand and 
the falling peseta have sparked 
fears that inflation - now an 
underlying 4.4 per cent - could 
soon rise. These worries, coupled 
with Mr Gonzalez's political set- 
backs, have provoked strong sell- 
ing on the securities markets, 
driving up peseta yields to more 
than 4 percentage points above 
those on D-Mark bonds, and forc- 
ing the Bank of Spain last week to 
raise its benchmark money mar- 
ket rate from 7.35 per cent to 8 per 
cent 

If the interest rate rise chokes 
off the recovery, Mr Gonzalez's 
political difficulties will intensify. 
However, the government still has 
an important agenda to fulfil. It 
must continue to confront the 
serious structural problems beset- 
ting the economy. During Spain’s 
EU presidency in the second half 
of the year, the government will 
have to rally international support 
for its plans to shift EU resources 
towards the Mediterranean region 
and north Africa. 

In all these fields, Mr Gonzdlez 
can increase his room for manoeu- 
vre through active steps to free 
his government from the taint of 
impropriety. Yet the corruption 
scandals will loom less large if he 
also successfully tackles funda- 
mental economic questions. There 
is too much to be lost by not 
regaming and increasing momen- 
tum on economic reforms. 

Mr Gonzalez now needs to dem- 
onstrate decisively not only that 
he can reassert his grip on party 
and policy but that he wants to. 
He must also quickly find a poten- 
tial successor to help him to do U. 
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Six months into his tenure as 
Labour leader, Mr Tray Blair can 
already claim to have turned his 
party into a more effective opposi- 
tion, as well as an unprecedent-, 
'edly popular one. He has adeptly 
exploited the divisions in the Con- 
servative party over economic 
management and Europe, and 
waged a skilful campaign against 
the government's tax increases. 
He can also claim progress in 
repositioning Labour in the public 
consciousness. 

- Far all these gains, however, Mr 
BlairV task is only beginning. 
Next comes the baffle over replac- 
ing the socialist romanticism 
expressed in Clause IV of the par- 
ty’s constitution t a struggle he 
must .win by securing an unambig- 
uous statement of social demo- 
cratic values Without -making 
backstairs concessions ' to the 
trade unions. Beyond .that he 
needs to establish a coherent 
alternative to Conservative rule. 
He must start showing that after 
more than 15 years in opposition 
Labour- unders tands the realities 
of government, . 

Many in the party clearly do 
not Even in the shadow cabinet, 
there are. those, who think it 
enough for Labour to rest on its 
30-point (pinion poll lead and take 
potshots at the Tories. Their 
judgement is -doubly wrong. Eco- 
nomic recovery may refloat the 
gov^nment's: fortunes. If it does 
not,' Britain cannot afford its 
replacement by an. administration 
without a credible programme. 
-Not that Mr Blair should be 
expected to produce this year a 
detailed manifesto. He has aright 
to pace himself and to leara pre- 
cise judgements on, -say. income 
tax rates until nearer an election. 
He can also argue that the. count- 
ies policy documents Latkrur pro- 
duced for the . last two elections 
did more to obscure -than illumi- 
nate its strategic position. 


omy. Mr Blair has promised a tar- 
get for growth to sit alongside that 
for inflation which he would 
inherit from the present govern- 
ment He has not explained which 
macroeconomic levers a Labour 
government would pull to ensure 
that tiie two goals did not conflict 
nor which would take precedence. 
If he is serious about sticking to 
an inflation target and eschewing 
crude demand management, he 
must admit that foster growth will 
result from long-term supply side 
reforms, not annual targets. 


Welfare state 
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Greater clarity 

.‘But in . a number of specific 
areas greater ’ clarity is needed 
right away. Moreover, Labour 
must project a greater seaise of 
how the policies It is -currently 
elaborating fit together. Without 
such a conceptual framework, 
there is a risk that it wfll simply 
sqipear incoherent, as it has done 
over education in recent weeks. 

The most important test will be 
the overall approach to the econ- 


Another crucial area is the wel- 
fore state. Here Mr Blair appears 
to have understood what many in 
his party have long resisted - that 
higher public spending on social 
security benefits is a sign of fail- 
ure not success. He also seems to 
appreciate that the best way to 
tackle poverty is to help people 
back into work. But he has been 
short on specifics. As a starting 
point he could state whether he 
endorses the proposals of the 
Social Justice Commission to tax 
child benefit and cap increases in 
the state pension. 

In education, Mr Blair could 
send an important signal by 
clearly endorsing the idea of using 
the tax system to ensure that 
those who benefit from higher 
education pay the cost That is 
clearly the fairest way to finance 
the widening of opportunities he 
has promised. He would also do 
well to clear up recent confusion 
on schools, by demonstrating that 
the party accepts unequivocally 
tiie benefits of parental choice and 
devolved responsibility. 

These are by no means the only 
areas in which Labour is currently 
vulnerable to charges of excessive 
vagueness or obfuscation. It now 
calls itself the party of Europe, for 
example, but has yet to provide 
much explanation as to what that 
might mean. Nearer to home, Mr 
Blair has yet to make a convinc- 
ing case for his decision to set 
constitutional reform - in particu- 
lar devolution in Scotland and 
Wales - as a first priority of an 
incoming Labour government. 

Above all, though, his challenge 
this year is to demonstrate that 
Labour can do more than assist 
the Tories to self-destruct He 
needs to show sceptical voters 
that Labour is capable of effective 
government as well as opposition, i 
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S hoppers seeking bargains 
in a bazaar often find that 
few items are as attractive 
as they seem at first sight 
international fund manag- 
ers who started 1994 with a great 
rush or enthusiasm for India have 
experienced much the same feeling. 

In the past year, foreign investors 
have grown more aware of the pos- 
sible barriers to progress both in 
the economy and in the stock mar- 
ket - including the technical diffi. 
cutties of doing business in India's 
antiquated market conditions. 
There is also political uncertainty 
over the future of the government’s 
economic reforms that have encour- 
aged international trade and invest- 
ment in the past three years. 

But while investors are unlikely 
to display the same zest for India to 
1995, most who have developed an 
interest in the country plan to per- 
severe. They believe it offers enor- 
mous long-term potential, even if 
the immediate outlook is less than 

Enthralling , 

’‘India is one of the top three mar- 
kets in the world for us. Not among 
emerging markets but among all 
markets." says Mr John Moore, 
head of the Bombay office of Bar- 
ings. the UK investment bank. 

The attractions of India remain 
unchanged. It is the developing 
world's second largest economy 
after China, its 890m people offer 
huge markets, a large reservoir of 
cheap labour and pools of highly- 
skilled mana gers, engineers and 
technicians. 

Unlike China, it has most of the 
basics of the capitalist economy to 
place, including a solid legal code, 
commercial banks and an active 
stock market. Many India no speak 
English, the language of interna- 
tional business. The pro-market eco- 
nomic reforms launched to 1991 by 
Mr P-V- Naras imha Rao, the prime 
minister, are steadily removing the 
shackles placed on free enterprise 
in the previous 40 years. 

Foreign investors have put about 
S3bn into the Indian stock market 
and a further $4bn into interna- 
tional offerings made by Indian 
companies. 

But interest from abroad has 
declined sharply in the past two 
months. In November, the last 
month for which figures are avail- 
able, foreigners made net purchases 
in India of just $10.9m compared 
with a monthly average of nearly 
$200m for the previous six months. 
December's figures are expected to 
be similar. Fund managers have 
continued to buy Indian companies' 
international issues - but only after 
securing big price discounts. 

A year ago. India was virtually a 
new market to foreign investors. A 
government ban on foreign portfolio 
investment was lifted only to late 
1992. Fund managers started invest- 
ing in significant amounts only in 
late 1993. But much of this rush has 


Mixed offerings 
at the bazaar 


Foreign fund managers have become more wary of the 
Indian market, say Stefan Wagstyl and Martin Brice 


been accounted for by hinds with 
negligible holdings of Indian paper 
buying their first $5Qm or SIDOm of 
stock. Now that they have estab- 
lished footholds in India, they are 
taking their time about expanding 
their portfolios - and combining 
fresh purchases with some selling. 

There are reasons for their cau- 
tion. First, the international climate 
for equities has generally turned 
sour following worldwide Increases 
to interest rates, especially in the 
US. Emerging markets, which saw a 
surge of investment early in the 
year, are now mostly below their 
summer peaks, having fallen fur- 
ther after the devaluation of the 
Mexican peso last month. 

In India, equities rose more than 
100 per cent between mid-1993 and 
mid-1994. Those international inves- 
tors who entered the market early 
caught the end of this singe; but 
those who invested after the sum- 
mer have suffered from a sharp cor- 
rection which has taken the Bom- 
bay Stock Exchange’s index of 
leading stocks down by more than 
15 per cent 

The archaic trading, settlement 
and share registration systems of 
the market have also put off some 
fund managers. The market is often 
not transparent and sometimes 
illiquid. Despite regulatory and 
administrative improvements, pay- 
ments for shares can take a month 
to arrive and the registration of 
share ownership up to three 
months. 

To avoid these hurdles, many 
international investors prefer to 
buy international securities offered 
by Indian companies, mainly Global 
Depositary Receipts which are 
traded on the lightly-regulated 
Euromarkets. 

As Mr Nigel Rendell, emerging 
market strategist at James Capet, 
the UK broker, says: “Most people 
have steered away from investing 
directly in India, because of settle- 
ment problems. The GDR is the 
most efficient method of putting 
money in." 

However, GDRs have some disad- 
vantages. The 50 companies that 
have made issues are among the 
largest Indian companies, which 
tend to trade on higher multiples of 
earnings than smaller companies - 
making the shares more expensive 


India: nervous market 



cem that the electoral defeats could 
herald a prolonged period of politi- 
cal uncertainty, particularly if Con- 
gress fares badly m a second round 
of state elections to February. 

Compounding these concerns is a 
worry about tiie scale of planned 
equity issues. In the domestic mar- 
ket, companies have already raised 
about S8bn in the financial year 
that started in April and plan a 
further $6bn before the end of 
March. In the Euromarket, they 
have raised to excess of $2bn, with 
another $500m to the pipeline. 

In addition, there is a growing 
flow of stock from the sale of gov- 
ernment holdings in state-con- 
trolled enterprises. Investors are 
attracted to new issues because 
they are priced at discounts of up to 
20 per cent to the market; but fund 
managers are selling other stocks to 
raise cash for the primary offerings 
- a clear sign of indigestion. 

"The over-supply of stock is 
affecting the whole market," says 
Mr R Balakrishnan, senior 
vice-president of DSP Financial 
Consultants, a Bombay broker. 


Bombay SE Index 


Net monthly investments by 
foreign institutional Investors (Sm) 
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F ortunately, the economy 
is recovering well from 
the stagnation of the 
early 1990s. Output is 
expected to grow by more 
than 5 per cent in 1994-95, up from 
3.8 per cent last year. Mr Manmo- 
han Singh, the finance minister, 
believes that annual economic 
growth of 7-8 per cent is within 
reach by the late 1990s. 

If he is right, there will be ample 
scope for continuing sharp 
increases in profits, which rose 70 
per cent at the net level last year 
and are forecast to rise 35 per cent 
to 1994-95. Profits growth, combined 
with the recent fall in share prices, 
has brought down the price/earn- 
togs multiple - a key measure of 
value - from more than 25 to about 
18 for the whole market. 

Some investors believe these fig- 
ures already make the market 
attractive. Mr Tristan Clube, direc- 
tor of Edinburgh-based Martin Cur- 
rie Management, which runs the 
$270m India Opportunities invest- 
ment fund, says: “It has been a diffi- 
cult market to make money in this 
year. But if you come in at the start 
of 1995 you would be pretty 
impressed by India." 

Others, including Mr Balakrish- 
nan. argue that the scale of new 
issues overhanging the market will 
prevent equities from benefiting 
from the recovery to the real econ- 
omy. 

Mr Aiit Dayal, a director of Jar- 
dme Fleming’s Bombay office, takes 
a middle view. "We see prices ris- 
ing. But any sharp rally will not 
come until the second half of the 
year." 

Foreign investors are still in the 
bazaar. But they are picking over 
the goods much more carefully. 
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to buy than the rest of tbe market 
Small and medium-sized companies, 
which some fund managers believe 
have the best prospects m the fast- 
deregulating Indian economy, are 
barely represented on the Euromar- 
ket. Also, the market in Indian 
GDRs, capitalised at about $4bn, is 
much smaller than the $120bn 
domestic Indian market - making 
the prices more volatile. 

Yet despite the technical prob- 
lems, India has established itself 
firmly in the international inves- 
tors’ world. About 20 institutions 
are active on the Bombay Stock 
Exchange; more than 200 others 
have registered with the Indian 
authorities and are planning to 
invest at some point. Jardine Flem- 
ing. the Hong Kong-based invest- 
ment bank, estimates the list of 


potential investors for south Asian 
stock is even larger - 602 investors 
bid in the recent $600m sale of 
shares in Pakistan Telecom, the 
telecommunications carrier. Jardine 
Fleming believes that a similar 
Indian offering would attract at 
least as many buyers. 

However, few of these buyers are 
likely to rush into the market soon. 
The ruling Congress (I) party's 
defeats in the recent state elections 
has raised fears that the prime min- 
ister could relax control of public 
spending to recapture lost votes. 
This could push up interest rates 
and inflation, which is already run- 
ning at more than 9 per cent, and 
stifle industrial growth. 

The next annual budget, due next 
month, is seen as a test of future 
economic policy. There is also con- 


M ight the US become the 
first nation to base tax- 
ation on what people 
spend rather than on 
what they earn? It may seem 
improbable: no such revolutionary 
proposal is to be found in the 
Republicans' “Contract for Amer- 
ica", their manifesto that will set 
the legislative agenda for the next 
few months. It contents itself with 
piecemeal changes such as a lower 
capital gains tax and child tax cred- 
its. 

Yet the contract hardly repre- 
sents the summit of Republican 
ambitions. Newt Gingrich, the new 
Speaker, regards it as a prelude to 
more sweeping reforms that will 
take years, rather than months, to 
devise and implement Although no 
decisions have yet been taken on 
longer-term tax goals, the notion of 
exempting all savings from taxation 
appears to be gaining support - and 
not just among Republicans. There 
is. for example, the "USA" (Unlim- 
ited Savings Account) plan jointly 
advocated by Pete Domenici, the 
incoming Republican chairman of 
the Senate budget committee, and 
Sam Nunn, one of the most 
respected conservative Democrats 
to the Senate. 

The idea of replacing ordinary 
income taxes with a levy on “con- 


A tax revolution in the making 


sumed income" has been popular 
among academics since the late 
1970s when a committee of experts 
led by Professor James Meade pro- 
posed this reform to the UK. Unfor- 
tunately, the concept is often mis- 
understood. Non-experts assume 
there are only two alternatives: 
direct taxes on income where the 
rate structure can be adjusted to 
ensure that high earners pay a 
larger fraction of income to tax: and 
indirect taxes on consumption such 
as sales taxes that are “regressive" 
because they are levied at the same 
rate on everybody. 

The Meade-type reform favoured 
by Nunn and Domenici transcends 
these categories. In essence, the tax 
base for individuals would be ordi- 
nary income plus net cash flow 
from financial transactions; borrow- 
ings or asset realisations would 
thus increase your tax liability, 
while purchases of equities or 
bonds would reduce it It would be 
equivalent to a direct tax on income 
with an exemption for all forms of 
saving; since it would be paid by 
individuals, it could be levied at 
higher rates on the well-todo. Busi- 
nesses would also pay taxes based 
on cash flows: the corporate base 
would be sales revenues minus tbe 
cost of inputs purchased from other 
companies, such as plant, equip- 
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ment and inventories. 

Why is so profound a tax reform 
even remotely feasible? In the first 
place, the new Republican Congress 
seems more open to radical ideas 
than any to recent memory. If a 
consum ed -income tax ever received 
a fair public hearing, the battle 
would be half won. There is also 
acute concern over the complexity 
of the present tax code, especially 
for businesses. Much of the com- 
plexity is caused by attempts to 
measure the economic return on 
assets, which is what economists 
mean by income. By basing taxes 
on cash flows, the Nunn- Domenici 
plan avoids most of these difficul- 
ties: there is no need, for example, 
to make allowances for either depre- 
ciation or inflation. 


The more fundamental reason 
why the reform could attract bipar- 
tisan support is tbe growing con- 
cern about the chronically low US 
savings rate. Having reduced the 
budget deficit to order to increase 
investment and productivity growth 
in the longer term, the White House 
can hardly oppose a measure that 
would produce similar benefits by 
stimulating private savings. 

There is also a potent social argu- 
ment for eliminating the double tax- 
ation of saving inherent to conven- 
tional income taxes, where the 
income from savings accumulated 
from taxed earnings is itself taxed. 
Since Republicans hope to trim the 
public safety net, individuals need 
to save more to guarantee their own 
economic security. 

Some economists argue that 
exempting savings from taxation 
would do little to boost savings 
rates: the increased incentive to 
postpone consumption would be off- 
set by an “income" effect - people 
would feel wealthier as a result of 
the reform and so less inclined to 
save. Rudy Penner, a former direc- 
tor of the Congressional Budget 
Office and one of the authors of the 
Nunn- Domenici plan, believes such 
pessimism is unjustified. In aggre- 
gate people would not feel wealthier 
because the new rate schedule 


would be set to ensure that there 
was no loss of federal revenue, 
despite the exemption for saving. 

He points out that, at every 
income level, some individuals save 
heavily while others save almost 
nothing. The new tax regime would 
penalise the profligate and reward 
the prudent. Once Americans 
adjusted to the new fiscal climate 
and grasped that one of the princi- 
pal determinants of their tax bill 
would be the level of their saving, 
behaviour would surely change. 

Perhaps the strongest objection is 
the alleged difficulty of the transi- 
tion. Owners of financial assets 
have accumulated them out of 
taxed income. If they were taxed 
when they consumed these assets, 
they would face double taxation. 
This is a genuine problem but the 
same argument could be made (but 
never is) against the introduction or 
extension of a value-added tax. 

In any case it applies with force 
only to a small minority of affluent 
individuals: most Americans have 
few assets besides their houses and 
occupational pensions. There is no 
reason to feel too sorry for these 
wealthy losers. In the longer run 
they would benefit greatly from tax- 
free saving and from the enhanced 
dynamism of an economy liberated 
from income tax. 


Observer 


Greeks baring 


arms 


or the Czech Republic could reduce 
proceedings to a modem tower of 
BabeL Anyone want a job as a 
Ftonish-Slovenian Interpreter'' 


■ France begins its presidency of 
the European Union with the 
abrupt discovery It's not the only 
country highly sensitive about the 
status of its language. 

Alain Lamassoure, the French 
European affairs minister, recently 
triggered a thunderbolt from Mount 
Olympus by suggesting the number 
of EU worsting languages be 
reduced from nine - including 
Greek - to five: English, French, 
German, Italian and Spanish, 

Greek diplomats. MEPs and 
intellectuals are now campaigning 
against any downgrading of the 
language of Homer, Plato and 
Papandreou. They expected better 
of France, whose president Valery 
Giscard d’Estaing made a speech to 
correct but curiously accented 
Greek when Greece joined the EC to 
198A Yannos Kranidiotis. deputy 
foreign minister, will take up the 
cudgel in Paris this week. 

Yet sorely the languages of the 
BlTs smaller members must face a 
diffic ult time, as the Union 
expands? When it had 12 members 
and nine lang uages, up to 33 
interpreters were required to cover 
a meeting; with Sweden and 
F inlan d joining the number rises to 
110. The advent of Poland, Slovenia 


Mural mourning 

■ The Marquess of Bath says the 
£5m Titian painting stolen from the 
state drawing room of his Longleat 
House held no sentimental value for 
him, although he is, 
understandably, grieving its loss. 

He appears far more at home with 
the erotic murals - his own work - 
adorning his private apartments. 
These have the advantage of being 
part of the masonry - and thus 
relatively thief-proof - and, since 
being included in the official tour, 
have proved popular among visitors 
to his 9, M0-acre estate. 

But the Titian work - Rest on the 
Flight into Egypt - certainly leaves 
a gap. Perhaps time for the 
62-year-oid Marquess to get out his 
paints and brushes? 



‘Once the oil’s run out, we’ll have 
nothing left to abolish’ 


Counter offer 


the Taco Bell Chair to Real Estate 
Management" at the University of 
California. Send in your cv and 
three referees but please - no 
home-grown recipes for re-fried 
beans. 


landed a plum job as one of the 
foreign ministry's two state 
secretaries. 

A member of Kohl's Christian 
Democratic Union. Hartmann is 
returning to give the CDU a 
foothold to the foreign ministry, 
which for two decades has been the 
preserve of the liberal Free 
Democrat party. Kohl’s junior 
coalition partner. Jurgen 
Oester held, a career diplomat and 
currently ambassador to Turkey, is 
taking over the London post 

Hartmann has enjoyed enhanced 
status on the diplomatic circuit 
thanks to his close relations with 
Kohl, though he has been rather 
less of a bon viveur than his 
predecessor, Hermann von 
Richthofen. One habit he's picked 
up - the seasoning of dinner party 
speeches with Engl ish-style jokes - 
may have to go once he’s back to 
the ever-sober Bonn. 


stock exchange. 

"Everyone else was going to 
Moscow, so I bet there might be a 
good niche in St Petersburg," he 
says. After four years with 
Rothschild he went into the 
import-export trade, got to know 
Vladimir Corbunov, chairman of St 
Petersburg's stock exchange, and 
has never looked back. Gorbunov 
put him to touch with a good 
partner. Blake plans to repay him 
by introducing foreign investors to 
St Petersburg's infant stock 
exchange. 

There are only 20 shares listed at 
the moment but Blake is bullish: 
“My time frame is not one year but 
five to 10 years. By then Russia 
could be comparable with the US 
stock market." With that sort of 
time frame no wonder he quit 
Rothschild. 


God’s law 


Russian bet 


M Fast-food manufacturers feeling 
the need to douse their gravy with 
some gmvitos often turn to 
sponsoring academic research. Now 
US Mexican food company Taco 
Bell is spicing up its menu by 
seeking "a recognised scholar to fill 


Bonn voyage 


■ After only 18 months, Peter 
Hartmann, Germany’s ambassador 
in London, is returning to Bonn, 
where the former foreign policy 
adviser to Chancellor Kohl has 


■ Chechnya may be making 
Russia's economic prospects bleaker 
than ever but Thomas Blake, a 
26-year-old defector from 
N.M. Rothschild, takes the long 
view. He has just passed the exam - 
with flying colours - to be a 
member of the St Petersburg Stock 
Exchange, possibly tbe first 
foreigner to join a Russian 


■ A biologist, an architect and an 
economist were arguing over God’s 
early training. “He was a biologist," 
says the biologist, "otherwise how 
could He have created all living 
things?" 

“But before that, He built heaven 
and earth, so must have been an 
architect," says the architect 

The economist raises an eyebrow; 
"Where do you think the chaos 
came from to the first place?" 
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Rightwing group adds to pressure on PM BA chief 

Japan coalition at risk ^ 
as partner faces split settlement 

with Virgin 

By Neil Buckley in London 


By WBlam Dawkins In Tokyo 

Japan’s coalition government 
will be under pressure this week 
from the threatened break-up of 
the Social Democratic party, sec- 
ond-largest member of the three- 
partner alliance and headed by 
Mr Tomiichi Murayama, the 
prime minister. 

A defection attempt led by 
members of the SDFs right wing 
weakens Mr Murayama’s author- 
ity on the eve of his departure for 
Washington for a summit with 
President Bill Clinton on Wednes- 
day. 

Fortunately Tor Mr Murayama, 
there are no urgent trade dis- 
putes for resolution at the sum- 
mit, which is focused on improv- 
ing ties during the 50th 
anniversary this year of the end 
of the second world war. 

Four leading members of the 
SDP. formerly the Japan Socialist 
party, spent the weekend seeking 
support for the formation of a 
centre-right group, intended to be 
the nucleus of what they hope 
will become the third-largest 


party. It would back the govern- 
ment for the time being, but 
stand against government parties 
In local elections in April and an 
upper house poll in July. 

The group, provisionally 
named the New Democratic 
League, will hold its first meeting 
today. Its leader, Mr Sadao Yama- 
hana, former SDP chairman, 
plans to register as a parliamen- 
tary group - precursor of a party 
proper - before the next parlia- 
mentary session on January 20. 

Political analysts believe Mr 
Varna liana, who is supported by 
Mr Wataru Kubo, the SDP's sec- 
ond-in-command, may take 
between 10 and 40 defectors with 
him, depending on the success of 
his lobbying over the next week. 

The break-up of the SDP has 
been widely expected, as a con- 
sequence of discarding nearly all 
its old policies to enable it to 
share power with its old conser- 
vative enemy, the Liberal Demo- 
cratic party, after ousting the 
previous coalition government 
last June. 

This is the latest stage in the 


production of a fresh Japanese 
political line-up, after last 
month's formation of the New 
Frontier party from the merger of 
nine small groups of mainly for- 
mer LDP politicians. 

However, the SDP break-up 
attempt has come earlier than 
many expected, in spite of efforts 
by the SDP leadership to per- 
suade Mr Yamahana to delay. 
One of his supporters said the 
split was needed now to give the 
group time to prepare for local 
elections. This was the last 
chance to set up a three-party 
structure - LDP, NFP and the 
new group - he argued 

The LDP moved swiftly at the 
weekend to try to patch together 
the coalition by offering an elec- 
toral pact with alliance partners 
in 30 districts in lower-house 
elections, a useful offer consider- 
ing the power and wealth of its 
local support groups. 

Mr Yoshiro Mori, the LDP’s 
number two, criticised the break- 
away plan and reminded 
would-be SDP defectors that Mr 
Murayama was still their boss. 


filler pledges to relax laws 
on freedom of expression 


By John Barham in Ankara 

Mrs Tansu Ciller, the Turkish 
prime minister, has promised to 
remove a constitutional clause 
used to control the media and 
political opponents, after growing 
international criticism. 

Mrs Ciller said she would seek 
to remove article 14 of the Turk- 
ish constitution, which prohibits 
any activity threatening the 
“indivisible integrity of the state” 
or “endangering the Turkish 
state and republic”. 

In December, a security court 
sentenced eight Kurdish MPs to 
15 years in jaO for advocating 
separatism and violating Tur- 
key's strict anti-terrorism laws. 
The verdict provoked widespread 
international criticism, and was 
an important cause of Turkey’s 
failure to reach agreement on a 
customs union with the Euro- 
pean Union last month. 

On the eve of the EU meeting, 
Mrs Ciller offered to bring Turk- 
ish legislation into line with the 
European Human Rights Conven- 
tion. Although Turkey is a signa- 
tory, Its laws violate the conven- 
tion’s provisions guaranteeing 
freedom of expression. 

Officials hope her latest pro- 
posal, part of a package of wider 
political reforms, such as lower- 
ing the voting age from 21 to 18, 
will defuse European opposition 
to customs union. A new meeting 
on union is expected to be held in 
Brussels in March. 

The constitution was written 
by generals who seized power in 
a military coup in 1980. The coali- 
tion government planned to 
introduced a political liberalisa- 


■ ,'*v • e . •• • <*•*.*«- 



Tansu Ciller: proposal is part of a package of wider political reforms 


lion package in 1991. but has 
introduced few changes. 

Mrs Cfller called in March for 
the eight Kurdish MPs to have 
their parliamentary Immunity 
lifted, allowing them to be prose- 
cuted. The government had also 
ordered an escalation of the secu- 
rity forces’ war against the sepa- 
ratist Kurdistan Workers party in 
southeastern Turkey. 

Despite Mrs Ciller’s proposals, 
the government is showing little 
sign of easing its harsh press con- 
trols. Istanbul police, on orders 


from an anti-terrorism court, yes- 
terday seized editions of Ozgur 
Ulke, a pro-Kurdish Turkish-lan- 
guage daily newspaper. The court 
ruled that four articles in Satur- 
day’s edition and an editorial yes- 
terday contravened strict laws 
against advocating separatism. 
Ozgtir Ulke appeared in other 
parts of the country because the 
court decision covered only 
papers printed in IstanbuL 

Kurdish hopes founder on 
warlords’ rivalry. Page 4 


Sir Colin Marshall, chairman of 
British Airways, has hinted that 
an out-of-court settlement may 
still be possible with Mr Richard 
Branson’s Virgin Atlantic airline 
over the “dirty tricks” affair. 

His comments came as Virgin 
Atlantic charged that BA was 
still engaging in “anti-competi- 
tive behaviour”. 

Virgin said it received signed 
affidavits over the past few 
weeks from passengers who said 
they had been approached by BA 
staff trying to persuade them to 
switch flights to BA. 

Sir Colin, speaking publicly for 
the first time since a US court 
gave Virgin the go-ahead last 
week to bring a near-§lbn anti- 
trust case against BA. said he 
was “disappointed” that the 
judge bad dismissed only five of 
Virgin’s claims, allowing the 
central three to stand. 

However, he suggested both 
sides might baulk at the high 
costs of a US legal case. 

“We are clearly considering 
our position in respect of the 
three [claims] that remain and 
recognising that it is probably 
going to take two years before 
the case comes to trial and recog- 
nising that the costs have to be 
borne by the individual parties, 
irrespective of the result," said 
Sir Colin. “I think the other side 
may be thinking about that one. 
too.” 

Sir Colin repeated his view 
that there was “no case to 
answer” and that Virgin would 
not succeed with its action. 

He said there had been no con- 
tact with Virgin since last Tues- 
day’s ruling as it was “far too 
early". 

But asked if he wonld rule out 
an out-of-court settlement. Sir 
Colin responded: “You can never 
rule anything out” 

Virgin is unlikely to be per- 
suaded to drop its action, which 
alleges that BA has used its 
monopoly power at London’s 
Heathrow and Gatwick airports 
to try to squeeze Virgin off 
transatlantic routes. 

Mr Branson's afrlinp claimed 
this weekend that BA was per- 
sisting with its efforts. 

“We have affidavits from pas- 
sengers from within the last few 
weeks, and anti-competitive 
activities [by BA] have gone on 
throughout this period. We wilJ 
be fighting the antitrust case on 
that basis.” 

Mr Branson said he was 
“depressed but not entirely sur- 
prised” that the activities were 
continuing. 

He said he was under legal 
advice not to discuss farther 
details. 

Virgin has claimed damages of 
$325m against BA, but US courts 
have the power to treble that 
under legislation on abuse of 
monopoly power. 

BA’s Heathrow plea, Page 5 


FT WEATHER GUIDE 


Europe today 


A depression will move east over the Shetland 
Islands reaching southern Norway in the 
evening. Rain win fan in Scotland, Northern 
Ireland and northern England. During the 
evening, the rain wil spread over the 
Netherlands, northern Germany, Denmark and 
southern parts of Norway and Sweden. 

Gale force winds are expected 'm Scotland, the 
Low Countries. Denmark and northern Germany 
during the evening and night. 

Most of France wNI have a relatively calm day, 
however, snow will fall in the Pyrenees and 
western parts of the Alps. Showers will develop 
In the central Mediterranean, affecting southern 
Italy, Greece, Crete and south-western Turkey. 

Five-day forecast 

A depression over southern Scandinavia will 
draw Arctic air Into the countries surrounding 
the North Sea. 

Wintry showers, some accompanied by 
thunder, will develop. 

It will be very rainy In central and western 
France due to a frontal wave. 

More snow will feU on the western Alps and 
Pyrenees. 

The Mediterranean will be very unsettled with 
showers. 
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THE LEX COLUMN 


The Detroit Blues 


No wonder the US automotive 
manufacturers were celebrating at 
their annual bash in Detroit last week. 
Vehicle sales in the US last year 
topped 15m; all three of the big groups 
are benefiting from a slew of new mod- 
els and profits - for Ford and Chrysler 
at least - are at record levels. 

But is this all just another example 
of auto industry hubris. I99Qs-style? 
The stock market seems to think so. 

Auto stocks are trading on 1994 
price-earnings multiples little more 
than a third of the market average. 
Before their recent bounce. GM’s 
shares had tumbled 45 per cent from 
the high hit before last February’s 
turn in US interest rates. 

With low interest rates fuelling 
domestic demand and a high yen keep- 
ing the Japanese competition at bay, it 
would have been hard for Detroit not 
to have staged some sort of a commer- 
cial comeback. But with more rate 
rises to come, demand growth is likely 
to slow. Moreover, the Japanese are 
clinging stubbornly to their 23 per 
cent share of the US market, the yen 
notwithstanding. 

Nevertheless, assuming a further 20 
per cent advance in profits this year, a 
prospective price-earnings ratio of 
about four for both Ford and Chrysler 
looks low. Both companies demon- 
strated last year they could make good 
new vehicles more efficiently than 
ever. And with the experience of the 
last downturn still fresh in their 
i minds - and, in Chrysleris case, a big 
shareholder breathing down its neck - 
it seems likely they will be more care- 
ful than in the past with their growing 
cash mountain. 

The biggest doubts hang over CM. 
While it can make money in financial 
services or computer systems, the 
world’s biggest automotive manufac- 
turer is yet to show it can make 
money from cars and tracks. The new 
management may be brushing up its 
act, but nearly four years into a recov- 
ery is surely too late to be going 
through the sort of “teething prob- 
lems” GM has experienced. 

One more good year in the US car 
market would at least leave the health 
of GM’s balance sheet largely restored. 
And. provided the transfer of EDS 
shares to its pension fund receives 
approval, the company could also end 
1995 without a pension deficit - an 
almost unimaginable position only 
two years ago. If vehicle sales con- 
tinue to rise through 1996, GM’s inves- 
tors could then benefit from the sort of 
surging cash flow that has made hold- 
ing Chrysler shares a worthwhile 


US car manufacturers 

Share prices relative to ttie 
Dow Jones industrial Average 
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experience. But don’t count on the Fed 
not to ruin the party. 

Japanese markets 

The Nikkei finished the first week of 
1995 with a sigh. Hie close, at around 
19,500, was just below the mid-point of 
1994’s unusually narrow range of 
between 18,600 and 21.500. There is 
little reason to believe it will escape 
this band for at least six months. At 
this level the market is valued at 76 
times prospective earnings, which 
even by Japanese standards is asking 
a lot of the corporate profits recovery. 

Other measures of value more appli- 
cable to Japanese companies, such as 
cash flow or sales multiples, have 
barely moved during the past year 
because of a decline in corporate capi- 
tal investment and stagnant company 
turnover. Rising real interest rates are 
another damper; while the yield on 
long-term Japanese government bonds 
has risen from 3 per cent to 4.7 per 
cent over the past year, that on equi- 
ties has remained at 0.7 per cent 

With few signs that the Tokyo mar- 
ket can break out upwards, what are 
the chances that instead it will fell 
through the bottom of the range? The 
biggest risks are a share-price collapse 
in Wall Street or a heavy sell-off by 
foreign investors in Tokyo. Japanese 
equities are one of the few important 
asset classes where US and European 
investors are sitting on a capital 
profit. 20 per cent in dollar terms over 
the past year, more than half of which 
is currency gain. The dangers of a fell 
will be at their greatest in the 
autumn. By then it should be clear 
bow sustainable the economic recov- 
ery will be. 

Companies will also start to indicate 
the extent to which this year’s earn- 
ings improvement can continue in 
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1996. it is at that point that foreign 
investors might be tempted to realise ; 
their gains. Given today’s high multi- 
ples. the earnings recovery will have 
to be strong if the market is to avoid 
turbulence late in 1995. 

Corporate disclosure 

The principle of not fixing aome^ 
thing that already works is a sound: 
one. But something clearly needs tobe, 
done about the Stock Exchange rules;, 
on the disclosure of price -sensitive- 
information. Details about recent take- 
overs, most notably De La Rue’s bid 
for Portals, were known in parts of the 
market well before the companies 
revealed their Intentions. That much 
was clear from the exceptionally high 
volumes traded prior to the eventual 
announcements. 

For price-sensitive information to. 
leak into the market is clearly unsatis- 
factory; all investors should have 
access to relevant information simul- 
taneously. The problem is not ne w, 
but the Increasing numbers ofadvis- 
ere involved in such deals may result 
in leaks becoming more common. In 
any case, the Stock Exchange’s moni- 
toring techniques mean such advan- 
taged trading is picked up much more 
quickly. 

The Stock Exchange is determined 
to introduce new rules designed to- 
maintaln orderly markets. It appears 
to have shelved proposals to reverse 
trades benefiting from sensitive infor- 
mation or to publish details of transac- 
tions. Reversing deals would be 
fraught with legal difficulties and. 
would undermine the market's Integ- 
rity. Publishing transactions would 
expensive and bureaucratic. ; -■ 

The most significant measure to be 
implemented will probably be the 
exchange’s ability to implement a 
trading halt of not more than 24 hours 
when unusually high volumes precede 
a price-sensitive announcement. 
Although this appears to undermine 
the principle of continuous trading, 
the exchange believes the rule wfii 
seldom need to be invoked before com- 
panies begin to reveal such informa- 
tion voluntarily. 

The measure is not without danger; 
there is a risk the interests of share: 
holders could be damaged rather than 
helped if good deals are not concluded 
because of premature announcement. 
Much will depend on how the propos- 
als are Implemented. At best, they 
should he viewed as experiments. If 
they prove unwieldy, the exchange 
should go back to the drawing board. 










13 



FINANCIAL TIMES 

COMPANIES & MARKETS 



©THE FINANCIAL TIMES LIMITED 1995 


Creating connections for 
great business meetings 

0500 10 16 00 

Outside UK: 44 (0) 1 8 1 288 4422 


Monday January 9 1995 




r 





MARKETS 


THIS WEEK 


BftONWEN MADDOX: 

GLOBAL INVESTOR 
It Is not Just the US pharmaceutical 
and healthcare Industry which Is 
relieved at the Republican capture 
of Congress. For many of the 
world’s largest insurers. Republican 
proposals to slim down 
environmental and healthcare 
T: ."legislation would remove some of the greatest 
• ' threats to their profitability. Page 16 

;, t: -_ % - • 

MARTIN WOLFs 

ECONOMIC EYE 

The UK’s stock of human capital Is 
worth twice as much as the total 
measured not wealth of the 
personal sector. This makes policy 
for the family not Just the heart of 
social policy, but also the most 
important of all economic policies. 

) '-Unfortunately, family policy Is a mess. 

s . T;Paa® 16 

BONDS: 

"* ' .Ask three economists a ‘yes’ or ‘no’ question and 
one is likely to get three different answers. Yet 
- 'there is agreement on one point as economists 
' if look ahead to what might happen to US bonds this 
-‘•k year. It has to be better than 1994. 

Page 16 

W EQUITIES: 

; : New York - Wall Street trade is dominated by 
■’ familiar worries about interest rate rises. 

London - Trading volumes are only slowfy 
i beginning to recover to more normal levels and 
movement stfll lacks conviction. Page 14 

T EMERGING MARKETS: 

■ After the Mexican debacle, many investors are 

- wondering whether Argentina will be the next Latin 
American economy to unravel Page 17 

- • : CURRENCIES: 

The dollar will provide the focus for the year's first 
fuU week of trading after last week's strong US 
W non-farm payroll report Page 17 

COMMODITIES: 

. Cocoa traders will be hoping that Germany's fourth 
quarter 1994 cocoa grinding figure, will be high 
. , enough to sustain the rally that carried prices in 
"7 London above £1,000 a tonne last week. Page 16 

UK COMPANIES: 

The UK government will tomorrow launch a wide 
ranging marketing campaign for the sale of Its 
' remaining 40 per cent stakes in National Power and 
- PowerGen, the two UK electricity generators. 

Page 14 

INTERNATIONAL COMPANIES: 

Legal objections raised by Portugal's securities and 
exchange commission (CMVM) have cast doubt 
over the planned sale by Banco Espafiof de Cr6dito 
(Banesto). the Spanish bank, of its 50 per cent 
hofding in Banco Totta e Azores, Portugal's third 
Jargefet feank. for Es153bn ($944.3m). Page 15 
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Trafalgar may publish offer today 


By Michael Smith and 
Chris Tig he to London 

Trafalgar House will publish its 
formal offer document for North- 
ern Electric this week - probably 
today - amid expectations that 
the government will refer the 
£L2bn (H.fi bn) bid to the Monop- 
olies and Mergers Commission. 

Although Prof Stephen Little- 
child, power industry regulator, 
is thought likely to oppose a 
referral, industry executives and 
analysts believe the political sen- 
sitivity of the bid will persuade 
ministers to set aside his advice. 

Separately T rafalg ar will today 
formally requisition an extraordi- 
nary general meeting of North- 


ern's shareholders when it will 
ask them to eliminate a Northern 
article of association limiting any 
investor to 15 per cent of shares. 

Removing the restriction 
requires the support of 75 per 
cent of shareholders and is cru- 
cial to the outcome of the con- 
tested Trafalgar bid. Trafalgar 
has secured the support of the 10 
per cent of shareholders neces- 
sary to call an egm. 

Northern will this week inten- 
sify pressure for a monopolies 
referral by questioning whether 
Trafalgar is fit to run a utility 
because of its complex ownership 
structure which Northern argues 
gives control to overseas-based 
minority shareholders. About a 


quarter of Trafalgar's shares are 
owned by Hongkong land 

Several of Northern's fellow 
regional electricity companies 
believe there are few grounds for 
a referral since it will not reduce 
competition in the sector, and 
have not responded to a consulta- 
tion exercise by Prof Stephen 
Littlechild which ends tomorrow. 

However executives at most 
regional electricity companies 
and city analysts believe the gov- 
ernment will refer the bid on 
“public interest" grounds. Simi- 
lar views in the City caused 
power company share prices to 
fall last week. 

The bid figures in Trafalgar’s 
offer document will broadly be 


the same as those outlined in its 
bid announcement before Christ- 
mas. However it will have several 
appendices with one on innova- 
tive "contract for differences” 
between Trafalgar and Swiss 
Bank Corporation, its adviser, 
likely to attract most attention. 

Trafalgar House is planning to 
offset a large part of the bid- 
related expenses through the con- 
tract. In return for an undis- 
closed fee to Swiss Bank. Trafal- 
gar will benefit Cram rises in the 
share price of Northern Electric 
and several other regional elec- 
tricity companies above reference 
prices set a month ago. 

Swiss Bank is believed to be 
covering its position by buying 


other electricity shares. Last 
week it emerged that Swiss Bank 
bought 8.25 per cent of Yorkshire 
Electricity but it said this was 
built up through norma] market- 
making procedures. 

Mr Richard Caborn, the Labour 
MP who chairs the Commons 
industry select committee, is ask- 
ing the government to ban share 
dealing in regional power compa- 
nies pending an inquiry into 
mergers and takeovers. 

He said: "I am particularly con- 
cerned that the type of share 
dealing and speculation that is 
happ ening in the electricity sec- 
tor will have an adverse impact 
on electricity prices and continu- 
ity of supply." 


Plenty of predictions 
but little dollar action 


Dollar doldrums 
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By PhBfp Gawith 

T he dollar is acquiring a 
reputation in currency 
markets as the dog that 
doesn't bark. 

Pundits have spent much of 
the past two years predicting a 
dollar rally. For the most part, 
they have been disappointed. 
Indeed, an overwhelming number 
of investors found themselves 
caught out by the dollar in 1994. 

Most prominent was Mr George 
Soros, the hedge fund manager, 
who admitted losing around 
5600m on St Valentine's Day 
when a bet on the dollar against 
the yen went wrong. 

The optimists, however, are at 
it again. Sentiment towards the 
DS currency is clearly more bull- 
ish than a few months back, a 
fact underlined by the currency’s 
modest rally since November. 

Among analysts, the mean 
forecast for the value of the cur- 
rency next December is DMl.61 
and Y104J5. according to London- 
based Consensus Economics. 
That compares to the levels of 
DM15575 and Y101.295 at which 
the dollar was trading in New 
York on Friday night 
For sceptics, arguments in 
favour of a rising dollar have a 
ring of dgjd vu. A year ago. the 
mean forecast for the dollar in 
December 1994 was DM1.78 and 
Y112.5, with analysts citing stron- 
ger US growth and rising interest 
rates to lift the dollar. 

But the dollar peaked at 
DM1.7673 and Y113.58 by early 
February and investors then had 
to suffer as it fell by around 15 
per cent to lows of DM1.4862 and 
Y96D5 by early November. Since 


then, the currency has rallied by 
4J3 per cent against the D-Mark 
and 5.5 per cent versus the yen. 

Several factors lie behind this 
rally. First, Republican gains in 
November's Congressional elec- 
tions led markets to conclude 
that the US Federal Reserve 
would be free to pursue a tougher 
monetary policy. Then in mid-No- 
vember, the Fed tightened policy 
more aggressively than many 
had expected, raising US short 
term interest rates by three quar- 
ters of a percentage point. 

Sentiment has also been helped 
by Fed intervention to support 
the dollar. One UK fund manager 
says: “What has changed is that 
the Fed really does seem to have 
a grip. The problem in 1994 was 
the Fed said it was moving pre- 
emptively to combat inflation, 
but it became increasingly clear 
that it was behind the game." 

The dollar has also been helped 
by a widening gap - both actual 
and expected - In real /inflation- 
adjusted) short term interest 
rates in the US and Germany. In 
the US. real short term rates rose 
to 3 per cent, from 0.7 per cent, 
between January and November 
1994, while in Germany they rose 
from 2.3 per cent to 2.5 per cent 

Investors are also encouraged 
that the Clinton administration 
no longer appears to have a pol- 
icy of talking down the dollar as 
a weapon in the long-running 
trade dispute with Japan. 

But even among dollar bulls, 
optimism is tempered by wari 
ness. Very few see the dollar sur 
passing its 1994 highs in 1995 
One of the most important rea 
sons for caution is the German 
interest rate cycle. 


When Germany starts to 
tighten monetary policy again - 
in the first half of 1995, according 
to most analysts - the differen- 
tial between US and German real 
interest rates will start to close. 
Rising US inflation which some 
economists predict, would shrink 
the gap further. 

Some analysts also argue that- 
global trade and capital flows 
militate against a substantially 
stronger dollar. As the Montreal- 
based research group Bank 
Credit Analyst notes: "It is very 
hard to have a sustained cur- 
rency rally when a country is 
simultaneously running a struc- 
tural current account deficit and 
long-term capital is flowing out 
of the country. In the US, the 
deficit in the combined current 
and long-term capital accounts is 
running at a record annual rate 
of more than $i70bn." 

Few analysts are predicting 
any quick improvement in the 
US's current account On the cap- 
ital account. US pension funds 
are likely to expand their hold- 
ings of non-dollar assets in the 
long term, in search of both risk 
diversification and profits. 

H owever, in the first half 
of 1994, the portfolio out- 
flow from the US of 
$37.9bn into foreign equities and 
bonds was almost matched by a 
$36.3bn inflow. And the rate of 
overseas purchases may slow 
even further in 1995 following the 
recent losses sustained by inves- 
tors in Mexico. 

An imponderable is the behav- 
iour of Japanese investors, who 
have suffered because of the 
yen’s rise. Some say they have 
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lost the appetite for buying US 
assets, particularly bonds. Should 
Japanese funds start to flow into 
the US, however, this would sup- 
port the dollar. 

A long term structural problem 
is the apparent diminution of the 
dollar’s role as the world's lead- 
ing reserve currency. According 
to the BCA, the dollar now 
accounts for 60 per cent of cen- 
tral bank foreign reserves, com- 
pared with 80 per cent in 1976. 

Recent research from Swiss 
Bank Corporation suggests the 
trend may continue. This is 
because the bulk of reserve 


growth is taking place in develop- 
ing (mostly Asian) countries and 
the pattern of their trade sug- 
gests they may increasingly use 
the yen as a reserve currency. 
The upshot could be significant 
dollar sales in the years ahead. 

So while the dollar could make 
headway in 1995, its progress 
may not be dramatic. Mr Karsten 
Schiebler, managing director of 
Capital Markets Advisor, a hedge 
fund m anag er says that last year 
so many people lost so much that 
everything will be far more con- 
servative in 1995. “The tone of 
the music has changed." 


‘Prejudice’ 
changes 
line-up 
in Czech 
telecom bid 

By Nicholas Denton In London 

Perceived prejudice against 
French and German companies 
has forced Deutsche Telekom 
and France Telecom to take back 
seats in the competition for a 
stake in the Czech company SPT 
Telecom. 

Deutsche Telekom said that 
Ameritech, the US regional Bell 
company, would be “fronting” 
their consortium bidding for the 
27 per cent of SPT due to be sold 
early this year. 

France Telecom has also 
agreed a junior position in its 
partnership with US regional 
operator, Bell Atlantic, taking a 
45 per cent stake in the consor- 
tium to Bell’s 55 per cent. 

Deutsche Telekom and France 
Telecom headed their respective 
partnerships when bidding for 
Matav, the Hungarian telephone 
company, in 1993. Their modesty 
in the Czech Republic is unusual. 

Deutsche Telekom conceded 
the lead in the Czech deal 
because it detected concerns in 
Prague about selling companies 
to a former occupying power. 

France Telecom has deferred to 
accommodate a prejudice against 
French state companies built up 
by Air France's failed invest- 
ment in GS-4, the Czech airline. 
Air France sold Its 19.1 per cent 
stake in the troubled Czech car- 
rier in March last year, just two 
years after announcing it as a 
long term investment 

KPN of the Netherlands, and 
Stet of Italy are expected to 
make vigorous efforts and the 
purchase price may be pushed 
higher than Slbn. 

British Telecom is expected to 
give credibility to Teledenmark’s 
bid by adding its name. 

The Intensity of interest owes 
much to fortunate timing. The 
Latin American telecom deals 
are largely completed and west 
European privatisations are gen- 
erally taking the form of public 
offerings and Hungary's tele- 
coms company Matav has 
already been sold. SPT is one of 
only a few offerings open to 
industry investors. 

The Czech government last 
week, added a fresh note of 
uncertainty by delaying the SPT 
tender for at least month. It was 
due to have been completed in 
March. The delay has raised 
fears that the Czech government 
may be having second thoughts 
about the style of the telecoms 
sale. 


weelc Company news 


ROMAGNOLO 

lysts back 
ihood of 
lo victory 

($2tm) counterbid for 70 
efCredito Samagnolo (Rolo), 
bank, opens on 
’. The bid by a consortium 
the unquoted Italian 
bank, is 18 per cent higher than 
feus offer for 65 per cent from 
Italiano, the recently privatised 
bank. 

shares already owned, 
will control some 52 per cent of 
bid is successful. Its allies - 
privatised banking group, 
di Risparmio in Bologna, another 
and the insurance company 
Mutua - will own a further 27 per 
IpesflbQf the bank's shares. 

’5 directors met again last week 

discuss the detail of the consortium 

eidd-and maintained their generally 
jwdooming attitude to Cariplo and its 
partners. 

- i' : The rival bids, both of which will 
;3dqee on February 3, offer strong 
i^gnarantees of Rolo's autonomy and 
- iidtoiCity . But in the end analysts 

^ibefieve shareholders are likely to pick 
e valuable offer: the Cariplo 
Jum is prepared to pay L2l^00 a 
re,' against L&OflOQ from Credit. 
YuMast; week's stock market movements 
that investors were not 

Credit to return with a higher 

V which would almost certainly 
to be launched with the help of 
The Milan hank’s shares rose 
4H week, on the probability 

would withdraw from the 

and wait for otter less expensive 
opportunities in tbe 

ftjyHq n banking sector. 

'/Cariplo succeeds in bringing Halo 
its wing it will add a farther 350 
to its national banking 

which already runs to some 

,400 branches, if alliances with local - 
savings banks are included. Cariplo and 
CrecHt are both among the top 10 Italian 
banka, but are still comparatively small 
by International standards. 
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UK RETAILERS 

Christmas upturn hope 
after sluggish autumn 

A string of retailers' results and trading 
statements this week is expected to 
provide further evidence of a solid if 
unexciting Christmas for stores groups. 
Next and Boots both reported good 
figures last week, which, coupled with 
figures from other sources such as 
department store group John Lewis 
Partnership, suggest a late surge in 
sales following a sluggish autumn. 

Dixons, the UK's biggest electrical 
retailer, reports interim results on 
Wednesday and, after a poor Christmas 
in 1993, is thought to have ridden out a 
difficult electricals market to produce a 
better performance this year. Pre-tax 
profits are expected to be about 
£25m-£26m ($39m-$40.6m) up from 
£17.3m last year before £214m 
exceptional costs relating to the sale of 
Silo in the US. 

Sears, the retail group comprising 
Selfridges department store. Freemans 
mail order, mid high street chains such 
as Dolcis and Wallis, makes a trading 
statement an Thursday. While 
Selfridges is thought to have had a good 

nhristmas, the hig h street chains are 
thought to have suffered from 
exceptionally warm autumn weather 
which damaged sales of winter 

rlnthing 

Friday sees trading statements from 
Storehouse and Argos. Body Shop, the 
natural cosmetics retailer, is also 
expected to make a statement this 
week, reporting robust Christmas sales. 


OTHER COMPANIES 

Lonrho anxious to 
prove its worth 

Lonrho. the UK based industrial 
conglomerate, is expected to report on 
Thursday a jump in profits before 
exceptional items from about £76m to 
£11 Om ($171.6m> . The results will be 
more detailed than ever before, in an 
obvious attempt by the restructured 
board to convince the market it has for 
too long ignored Lonrho’s underlying 
value. The figures should show 
substantially better performances from 
several divisions. Including hotels, 
motors and mining. But investors will 
be anxious to get some clarification of 
Mr Dieter Bock's plans for the future 
now that he has won control of the 
company from Mr Tiny Rowland. 

■ J J. Morgan: The bank will kick off 
the year-end reporting season for big 
US banks on Thursday with earnings 
which are expected to be as much as a 
quarter below those in 1993. Morgan 
issued a warning about its trading 
profits in the final three months, even 
before the crisis in Mexico's financial 
markets. Full-year earnings per share 
are likely to come in at around $6, down 
from 87.80 the year before. Bankers 
Trust another bank whose profits are 
tied closely to the financial markets, is 
expected to show earnings of around 
87.75 a share when it reports next week, 
compared with $11.41 in 1993. 

■ TSB Group: Full-year pre-tax profits 
for the UK's sixth largest bank on 
Thursday are forecast to range from 


TSB 

Share price (pence) 
300 
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£460m to £515m ($803m), with most 
clustering around £490m-£500m, 
compared with pre-tax profits of £301m 
for 1993. The dividend should rise to 
between 8.6p and 9.1p (up from 7.68p). 

■ Rank Organisation: The UK group is 
expected on Thursday to report pre-tax 
profits before exceptionals of about 
£360m ($561. 6m) for the year to the end 
of October, up from a previous £277m. 
Analysts uprated forecasts last October 
after the group said there had been a 
healthy rise in UK and US leisure 
spending. Both Rank Xerox and the 
video duplication business are expected 
to make good contributions. 

■ Securicor. The UK communications, 
security and parcels business is 
expected to anno unce pre-tax profits of 
£81 m (Sl26.4m), up from £63m, cm 
Thursday. Some two-thirds of that rise 
is likely to come from Ceilnet, the 
mobile phone network in which it has a 
40 per cent stake. 


Companies in tills issue 


AGF 

ASW 

Advanced Micro Dev. 
Apple Computer 
BA 

Banco Tottae Acorns 

Bamsto 

Cariplo 

Cassidy Brothers 
Chrysler 


15 

Credito Italiano 

13 

National Power 

14 

14 

Credito Romagnoto 

13 

Norlham Platinun 

15 

15 

Deutsche Telekom 

13 

Northern BecWc 

13 

15 

Dixons 

13 

Power Computing 

15 

12 

PowerGen 

14 

12 

Ford 

Procters Gamble 

H 

15 

France Telecom 

13 

Radius 

15 

15 

6M 

12 

SPT Telecom 

13 

13 

Halifax BS 

14 

SaatcN&SaotcH 

14 

U 

Hambraa 

14 

Trafalgar House 

13 

12 

Lonttw 

13 

Virgin 

12 
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COMPANIES AND FINANCE 


Campaign starting for 
generators’ share sale 


By Joel Kftgzo 

The government win tomorrow 
launch a wide ranging market- 
ing campaign for the sale of Its 
remaining 40 per cent stakes in 
National Power and PowerGen, 
the two UK electricity genera- 
tors. 

The sale, expected to be the 
largest in Europe this year, is 
planned for next month and is 
expected to raise about £4bn In 
three tranches for the Trea- 
sury. A pathfinder prospectus 
is to be published at the end of 
this month. 

Private investors are to be 
the main target of the press 
and television campaign and 


about 40 per cent of the shares 
will be offered to small inves- 
tors at discount prices. “Share 
shops” - high street banks, 
building societies, regional 
stock brokers and other finan- 
cial intermediaries - will be 
the main source of information 
for the public. Private buyers 
can start registering their 
interest in the offer from 
tomorrow. Small UK investors 
will be offered only a package 
of both shares. 

The government has indi- 
cated it could scale back the 40 
per cent on offer to institutions 
in the event of greater than 
anticipated demand from the 
public. Institutions will bid for 


shares in each of the two com- 
panies in a separate interna- 
tional offer with the price 
determined through a “book 
building” plan. Both PowerGen 
and National Power are to buy 
back the remaining 20 per 
cent 

Klein wort Benson and Bar- 
clays de Zoete Wedd are advis- 
ing the government on the sale 
and the publicity campaign has 
been devised by WCRS, the 
advertising agency, with the 
government said to have set 
aside about £8m to advertise 
the issue. 

The government sold 60 per 
cent stakes in each of the two 
generators in 199L 


Halifax’s financial services 
sales force back in action 


By Alison Smith 

The financial services sales 
force at Halifax Building Soci- 
ety, one of the UK's laigest 
personal finance organisations, 
wfll return to selling today, as 
the society’s life insurance and 
unit trust subsidiaries open far 
business. 

The 600-strong sales force 
was withdrawn two months 
ago for re-testing, after failures 
to meet regulators' standards 
on supervising interviews with 
clients were discovered. 

Until its decision to launch 
its own operations, Halifax had 
been linked with Standard 
Life, the UK's largest mutual 
life insurer, selling only Stan- 
dard life and investment prod- 
ucts. 

Its entry into the market in 


its own right with low costs 
and strong distribution should 
increase competition at a time 
when life companies are 
already under pressure from 
changes, such as the new rules 
insisting that customers have 
more information about how 
much sales advice costs. 

The new operations are also 
expected to play a critical role 
in the proposed merger 
between Halifax and Leeds Per- 
manent, the UK’s fifth largest 
society. Halifax plans to take 
over the Leeds later this year, 
and the most likely prospect is 
that the financial services 
operations will be brought 
together and based at Leeds 
Permanent's headquarters. 

The scope for expanding 
financial services is intended 
to reduce the need for cutting 


staff, and Halifax has also said 
that turning some branches 
into financial advice centres 
should obviate the need for 
substantial closures in a com- 
bined network. 

However, splitting financial 
advice from ordinary transac- 
tions appears to sit slightly 
uneasily with Halifax ’s empha- 
sis on the financial services 
businesses, not as a way of 
selling policies, but as part of 
deepening Its relationship with 
its customers. 

From today, Halifax is also 
to introduce a new system of 
checking the financial advice it 
gives. After an initial discus- 
sion with a customer, any 
recommendation a sales agent 
plans to make will be checked 
at a central unit before the sec- 
ond interview. 


Saatchi denies P&G ultimatum 


Saatchi & Saatchi, the 
advertising group, yesterday 
denied a report that it had 
been delivered an ultimatum 
by ’Procter & Gamble, the US 
consumer products group 
which is responsible for 6 per 
cent of Saatchi's revenues, 
writes Geoff Dyer, 

The report claimed that P&G 
told Saatchi it would withdraw 
its business if Campbell' 


Mithun Esty, Saatchi's US sub- 
sidiary, did not give up an 
account for Dow Chemicals' 
household products division, a 
competitor of P&G. 

Saatchi «aid; “ Thai account 
[P&G] is not up for review. 
Procter & Gamble has made us 
aware that it is worried about 
possible conflicts of interest. 
But they will give us time to 
resolve the problem in a way 


that is satisfactory to all the 
group’s clients." 

There has been intense spec- 
ulation since Mr Maurice Saat- 
chi resigned as chairman on 
December 16 that clients close 
to Mm would withdraw busi- 
ness from the group. 

So far only Mars, the US con- 
fectionery and pet foods group, 
has announced a review of its 
Saatchi business. 


Hambros 
ends dispute 
with £28m 
pay-out 

By Geoff Dyer 

Hambros, the merchant bank 
and financial services group, 
is to pay £28m in an out-of- 
court settlement with the Nor- 
wegian Guarantee Institute, 
ending a 15 year dispute over 
the collapse of the late HSbtnar 
Eeksten's shipping empire. 

The Institute has said it will 
not appeal against a February 
1993 judgment by the Oslo 
City Court, in favour of Ham- 
bros, on a £2 00m claim against 
the bank. Appeal proceedings 
were due to start on Tuesday. 

Mr Charles Perrin, deputy 
chairman of Hambros Bank, 
said: “As far as we are con- 
cerned, this is the end of the 
saga completely.” Hambros 
said the settlement, which net 
of tax relief is expected to be 
about £l8.5m, would be cov- 
ered by an existing provision 
for contingencies, which stood 
at £41. lm on March 31. This 
year’s profits will therefore 
not be affected. 

The bank said it did not 
admit liability for the claim, 
which it considered “ill-foun- 
ded". It agreed to the settle- 
ment “to avoid further drawn- 
out legal action, substantial 
irrevocable costs and demands 
on management time”. 

The claim arises from loans 
Hambros made to Reksten in 
the 1960s and 1970s. The Insti- 
tute was set np in 1976, after 
the first oil shock and the col- 
lapse of the tanker market, to 
guarantee loans to Norwegian 
stopping companies. 

After Reksten died in 1980 
Hambros reached a “compre- 
hensive settlement agreement” 
with the trustees to Reksten ’s 
estate and with the Institute 
in 1981 and 1982 respectively. 

The Norwegian parties 
reopened the case in 1989. 
claiming Hambros bad known 
that Reksten had secretly sent 
a fortune overseas in order to 
avoid Norwegian taxes. Rek- 
sten’s trustees settled with 
Hambros in July 1993. 

The Institute instigated 
negotiations with the bank in 
December. Mr Perrin said: 
“The extent of the Norwegian 
authorities’ knowledge [about 
Reksten’s finances] became 
clear during the preparation 
for the appeal.” 


Poised for promotion to big league 

Andrew Baxter examines ASW’s proposed expansion package 


A n extraordinary meet- 
ing of shareholders in 
ASW Holdings will 
today consider a package of 
proposals that will take the 
Cardiff-based group into the 
big league in Europe's £5bn 
market for steel reinforcing 
products. 

The meeting comes four 
weeks after ASW said it 
planned to pay £5lm for 80 per 
cent of Socidte Des Aciers 
D' Armature Four Le Bgton, the 
steel mesh and reinforcement 
coil (recoil) unit of France’s 
Usinor Sacilor. 

ASW is also swapping its 
Scunthorpe Rod Mill business 
for British Steel's folly diluted 
35.2 per cent stake in the 
Welsh group, and raising about 
£29m through a 7-for-20 rights 
issue at 160p. For good mea- 
sure, ASW is also spending 
£17m to upgrade and expand 
its Cardiff Rod Mill 
With some understatement. 
Sir Alan Cox, chief executive, 
says that “trying to bring all 
these things together at the 
same time was interesting”. 

ASW's shares rose 20p to 
215p when the package was 
announced, and have remained 
there since. Because the shares 
held by British Steel are being 
cancelled, the total number 
outstanding, on a fully diluted 
basis, will fall slightly even 
after the rights and the issue of 
10m new' shares - about 12 per 
cent - to Usinor. Yet annual 
turnover will rise by about 
£200m to £620m. On top of that 

Cassidy Bros 
hit by rising raw 
material costs 

Interim pre-tax profits at 
Cassidy Brothers, the USM- 
traded toys and nursery prod- 
ucts group, slipped 4 per cent 
to £520,039, compared with 
£541,368 last time. 

Mr Thomas Cassidy, chair- 
man, expressed disappoint- 
ment at the outcome, blaming 
a “severe” rise in the cost of 
raw materials of up to 53 per 
cent. 

Turnover for the half-year to 
October 31 was 8 per cent 
ahead at £4.36m, against 
£4.Q2m. 

Earnings per share came out 
at 6.52p (6.95p), with the 
interim dividend unchanged at 
0.75p. 


it will have a stronger strategic 
base and more clout in Europe, 
says Sir Alan. 

He believes ASW is now 
delivering something it has 
been talking about for some 
years. "We have spent a lot of 
time and effort looking at our 
position in the European con- 
text." he says. “We've said we 
had a problem with margins, 
and one way to achieve stabil- 
ity was likely to be regroup- 
ings across Europe that would 
produce more sensible, com- 
mercial, decision-taking. n 

In taking over SAM. ASW 
was looking to fulfil three cri- 
teria. First, It was aiming for a 
more stable industrial struc- 
ture, with less fragmentat- 
ion. 

Second, ASW was looking for 
ways or adding value, by using 
products in special designs and 
construction systems rather 
than simply selling them as 
commodities. Third, it wanted 
manufacturing that was not 
only efficient but in the right 
place for reducing distribution 
costs. For a UK company, this 
suggested a northern European 
deaL 

SAM fitted the bill It will 
lifts ASW's share of the Euro- 
pean recoil market from about 
4 to 20 per cent. Half the recoil 
produced by SAM's two main 
plants at Montereau near Paris 
and at Neuves-Maisons in Lor- 
raine is turned into mesh at its 
downstream plants in France, 
Germany, the Netherlands and 
Belgium, which will keep ASW 



Sir Alan Cox: ASW will have 
more clout in Europe 

close to end-user markets. 

Overall, ASW’s R&D costs 
for mesh will be spread over a 
bigger sales base, its distribu- 
tion costs will be reduced and 
purchasing power will be 
raised. 

ASW had a number of ways 
of creating a strong European 
presence, including joint ven- 
tures. In the event the take- 
over of a state-owned business 
which lost money until 
recently looks, on the face of it, 
to be one of the riskier options. 

But Sir Alan says he cannot 
imagine anybody has done 
more due diligence on an 
acquisition in the 18 months 
since he met Mr Francis Mer, 
Usinor’ s chairman, who formed 
SAM with a view to selling it 
off as part of the French steel 
group's restructuring. 

ASW has been poring over 
SAM since then, and has 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

SCA (Sweden) 

PWA (Germany) 

Pulp & Paper 

£491 m 

Implications 
far sector 

Nssttt (Switzerland) 

Alpo (US) 

Pet Food 

£329m 

GrandMet 
completes sale 

Acordla (US) 

Unit of Incbcape (UK) 

Insurance 

services 

£32.2m 

Partial Bain 

Hogg, disposal 

CRH (Ireland) 

Dy-Core Systems 
(Netherlands) 

Building 

Materials 

£15.Sm 

Strategic 

purchase 

Merloni 

Bettrodomestief (Italy) 

New World Domestic 
Appliances (UK) 

Domestic 

appliances 

£12.5m 

MBO team 
doubles money 

Zee Tetefibna (India) 

TV-ASa (UK) 

Satellite TV 

£10hi 

First global 
strategy move . 

Nodder Headline (UK) 

Moa Beckett Publishers 

<N A 

Publishing 

£3.5m 

Cash deal 

Weir Group (UK) 

Brian Controls (Canada) 

Control 

equipment 

£2.4*1 

Complamentary 

buy 

Rio Aigam (Canada) 

Metal Goods (US) 

Met3te 

distribution 

nfa 

Buy from Alcan 

Golden Vale (Ireland)/ 
Laprino Foods (US) 

JV 

Food 

n/a 

Letter of 

Intent stage 


VALEO’S SALES 1994: 
FF 23 BILLION 


Valeo's consolidated sales for 1994 totalled FF 23 billion, up by 13.7% 
over 1993 when sales reached FF 20.2 billion. Valeo's business activity 
accelerated in the second half of 1994, impulsed by the recovery in the 
European car market. 

■ 

Valeo's original equipment sales, which accounted for 70% of overall 
sales, were up by 18%, while automotive output rose by 10% both in 
Europe and North America. This confirmed Valeo's sales performance with 
the leading vehicle manufacturers worldwide: + 15% with the four 
European volume automakers. + 39% with German speciality 
automakers. + 11% with the US Big Three, + 50 % with Japanese 
manufacturers and + 37% with Korean manufacturers. 


As a continuation ot this trend, 1995 has started with the car and truck 
markets in Europe, the USA and Asia exceptionally all moving upwards 
at the same time. Furthermore, new joint ventures and the setting up of 
new facilities in Europe, China, South Korea, North and South America 
last year, which contributed 1.5% to Valeo sales in 1994. will have their 
full impact on Valeo's growth in 1995. 


Valeo 


L’EQ.UIPEMENT 

AUTOMOBILE 


INTERNATIONAL DEPOSITARY RECEIPTS 
REPRESENTING SHARES PAR VALUE 
VALUE S 2J50 COMMON STOCK 
J.P. MORGAN AND CO INCORPORATED 

A cash distribution of S 0.75 per depositary diaie will be payable on or after the 
20th January 1995 upon presentation of coupon No. 99 at: 

Morgan Guaranty Trust Company 
of New York 
35 Avenue Des Aru 
KUO Brussels 

Banquc Intenulionak! Luxembourg 
2 Boulevard Royal 
L-29S3, Luxembourg 

At the designated rate less applicable taxes. 

This distribution is in respect of the regular quarterly dividend payable on iho 
common shares P.V. S2_5fl J.P. Morgan & Co. Incorporated on 13th January 
1995. 


DO YOU WANT TO KNOW A SECRET? 

The UJ.S. Gam Semnar wfl show you how he marfcets REALLY work. Tha g raz ing 
tratSrq tEchrajues ot me legendary W£). \ 5 ann can increase you- pratas end contain your 
losses. How? Thafatta secret RrgOBI 474 0080 U book yotr FREE place. 



REUTERS IOOO lA y| 

24 hours a day -only $100 a month! I'rir | 

LOT! FtNAHCfAL DATA DfftBCT TO YOUR PC 

fWMrCOJW- 




U.S. 360,000,000 

Banco de Boston SJL 

lincarooratadm Brazil with 
tamed kabrkry J 

Floating Rate Notes 
Guaranteed as to Commercial 
Risk due 2002 
Guaranteed by 

Tha Fust National Bank ot Boston 
Notice is hereby given that lor iho si* 
months interest period hem January 
9, 1995 to July 10, 1995 the Notes wiU 
cany an merest rate ot 10 5675% 

per annum. The micros! payable on 
the relevant interest payment data, 
Jutv 10. 1995 wfl be U S. S534.25 
and U.S- S5.342.ifi respectively (or 

Notes in denomhatians of U.S. 
S10.000 and U S. S10O000. 

By.Tb* CUaxt Hrttatto* Bank, BA 
Lmlen. Aged Bnk Q 

JarwaryS, 1895 chase 


NOTICE 

In the holders of those of die 
U.S. $200,000,000 6!* per cent. Notes Due 1999 
presently outstanding 
{the “‘Notes") 
formerly of 

INVESTOR AB 

(“Investor") 
but now of 

AB INVESTOR GROUP FINANCE 

nan 

rurathuicH by a Tins DreH nix- “Tru-a DrnTl timed ’J?th January. WM 
si k( iiK*lrbn«nii Investor anil VTur I a* fX-b.miurr Trust Corporal bm p.I.c. 
life? “Truster"! ns imstw for I ho IhjW« of I hr Notes. 

NOTRE IS HEREBY GIVEN TO 71 IK I KM BEKS OK THE NOTES Tl[\T: 

(it ImvS'ir has rCTpN^rdihr Tnisir lo i-JOTbriL* powers under thrTrnib arid 
CnvfiiNmscifllK'Nairsanilihr Torsi Drrtf to agm in thr subniiuuun hi thr 
ptaiv of lnmrnr nf K:r ns ihr prinripal (Munr in mprsi uf ihr Notes nnd Ihn 
interest CMjpjns upfvnamin" iliercli' and unrirr ihoTrusi Devd on thchtws 
ihnl hnrqorwouLi "itaranirr ihenMiyalrumoriCF ihm-kn incurred: 

(Si tlw Intact, heing nf ihc opinion dial such snhnihmion und guarantee 
referred to in (i) abivr are nil noii-rialk prejudicial in lire mrrrrsis of thi* 
hrdilivs nf ■ In- iNrSes. has mtuurnrl in the inipfoncniniiun nf such 
subd nut* ki ,md bn narjms I "arch guarai lire, in each case will l effort on and 
from 'JQlh Decnnhrr. I**H. ami 

(Si) such subs! ilia inn has hem implemented by, anil such pimnuitcr has been 
phen in. the Fir* Snpplt-mciuol Trust Dred ilaird 29th December, MH 
made brtwan Investor. ICF.ind the IruUrr. 

Ihr i'fcrtfv remain turd on the 1 uumbnurpSiod, KaHunpe but. with effect on 
and from 2%li De-run ibrr. KW-i. as siisjrilirs of IGF, under the donominiuim of 
thr Guarantor rnlkiwcl In the dr-m -mmol urn uf IGF. The iMinitivc Notes and 
relaliie interest cutqan* inw m ussu.- will remain valid, liut re obligations uf IGF. 
and arcimiin^fy wifl not l»- ndlnl in for replacement. 

Cope, of the Trust Dml :uid lire First Supplemental Tiuq IVcd referred in in (iirl 
ahinc und the Terms und Gondii h-na of the Notes os morWreH to reflect thr 
suhflilulion of IGF" bi [daw uf fimstiW uit principal drhti c and the guarantee nf 
Imi-stor ore utailnbfe Rirmsperlmu ami. in the nor only uTrfut - h modified '(emu 
and ( i m- (it tuns, odb-riiuii iu lire -^rerilu-d office uf carh uf the Paying .\geni*. 

Issued by: 

INVESTOR AB and 
AB INVESTOR CROUP FINANCE 


JPMorgan 

Dated: Pthjarwnrv. N95 
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US$300,000,000 
Eagle PIct 
C orporation B.V. 

Floating Rate Secured 
Notes due 2001 

Notice cs hereby given dial the 
notes tuffl bear interest al 
6.63281% per annum for the 
period 9 January 1995 to 3 
April 1995. Interest payable on 
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PUBLIC NOTICES 


NOTICE PUBUSHED BY THE SECRETARY OF STATE UNDER SUB-SECTIONS 8(5) AND 
10(6) OF THE TELECOMMUNICATIONS ACT 1984 

The Secretary oi Slate hereby give* notice as follows. 

1. He proposes to grant to Mercury Personal Communications Limited (referred to as "cije Dcensee*) a licence - 
under the Telecommunications Act 1984 (“the Act") to run telecommunication systems throughout the United 
Kingdom. The licence will be for a period oi 25 years subject to earlier revocation in specified circumstances. 

2. The principal eflect of the Bcence will be to enable the Licensee to Install and run telecommunication systems 
throughout the United Kingdom. The Licensee will be authorised to connect its systems to a wide range oi other 
systems, including GSM and PCN systems outside the United Kingdom, and to provide any telecommunication " 
service apart from cable television services, tdepoint services, and certain types oi international services. - 

3. The licence will be subject to conditions such that section 8 of the Act will apply toll, thereby making the - 
system run under the licence eligible for designation as a public telecommunication system under section 9 

ol the Act it is the Intention of the Secretary of Slate lo designate the Licensee's system as a public 
telecommunication system. 

4. The Secretary of State proposes to grant the licence in response loan application from the Licensee for such a 
licence because he considers that It will help to satisfy demands in Hie United Kingdom lor the provision of 
services of the type authorised. Will promote the Interests of consumers in respect of the quality and variety of - 
such services, and will maintain and promote effective competition between those engaged in the provision of 
telecommunication services. 

5. He Proposes to apply the Telecom muni cations Code (“the Code") to the Licensee subject to certain exceptions 
and condMou throughout the United Kingdom. The effect of these exceptions and conditions to the application 
of the Cbde Is that the Licensee will have duties: 

(a) to comply with the various safety and environmental conditions. In particular (with certain exceptions) 
to Install lines underground or only on such aboveground apparatus as Is already installed for any 
purpose; 

(b) to comply with conditions designed lo ensure efficiency and economy on the part of the Licensee, in 

connection with the execution of works on land concerning the Installation, maintenance, repair or 
alteration of its apparatus; ■ 

(c) to consult certain public bodies before exercising particular powers under the Code, including the local 
planning “^^ghway authorities and English Nature. Scottish Natural Heritage, the Countryside Council 
for Wales, the National Trust and the National Trust for Scotland, as well as relevant electricity suppliers; 

fd) ^ teJecammunJcat *°'» apparatus to ensure that It would not cause harm to other persons or 

(e) to k«p and make available records ol the location of underground apparatus and copies or the 
exceptions and conditions in the licence to Us powers under the Code; and 

if) to ensure that sufficient fund, are available to meet certain liabilities arising from the execution of 
street works. 

<L The reason why the Secretary of Stare proposes to apply the Code lo the Licensee Is that the Licensee will need 
the statutory power, in the Code to keep installed and maintain the telecommunication systeni^^ to bT 
kept installed and run under the licence, systems requires to be 

7. The rewoiw why it is proposed that the Code as applied should have effect subject to the exceptions and 
conditions referred to above are that they are considered requisite or expedient lor the purp^TSS,^ that 
the physical environment is protected, that there fa no greater damaged** than 

MoiKfay 6 ,995 ^ ,o ,h. ,nd.r. iCT J,, ^ ^ ^ 

Telecommunications Division, Room 2JJ6. 151 Buckingham Palace Road. London SWwSs 

proposed licence can be obtained iree of charge by writing to the Departments l^callta^07KS^178R* 

Valeric Carpenter (Mrs) 

Department of Trade and Industry 

9 Junuury 1995 
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concluded that further cost 
cats can he made - on top of 
big changes already introduced 
by SAM’s managers. 

But the more important 
question, says Sir Alan, was 
whether there was a culture at 
SAM that would look for con- 
tinuous improvement. “I’ve 
had some frank discussions 
with SAM managers," he says, 
“which convinces me that' 
we can maintain the momen- 
tum". 

Indeed he sees no reason 
why SAM cannot achieve simi- 
lar increases in productivity to 
the 13-14 per cent rises each 
year at ASW’s Cardiff plant 
over the past 12 years. 

Working out the effects qT 
the deals on ASW's profits is 
not easy, but the company has 
increased size and muscle, 
margins are rising because of 
market conditions and there 
are new annual cost savings of 
£l9m - from SAM, the changes 
at Cardiff Rod Mill and previ- 
ous investments at Cardiff Bar 
and Sections Mill. Together 
this more than offsets the 
absence of the Scunthorpe wire 
rod business. 

Analysts were in any case 
looking for a big rise in pre-tax 
profits this year to between 
£16m and £20m - compared 
with the company forecast ot 
“not less than £4m" for 1994. 
Now. they are pencilling in as 
much os £2Sm for 1885, before a 
esm exceptional charge, and 
see profits accelerating sharply 
in 1996. 


* 
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COMPANIES AND FINANCE 


Doubt cast over Banesto 
Portuguese bank sale 


•o By Peter Wise 
fin Lisbon 





' .(■'.Legal objections raised by 
Portugal's -.securities and 
.’ exchange commission (CMVbf) 
/ have cast doubt over- the 
-u . planned sale by Banco Espafid 
. de Crfidrto (Banesto), the Span- 
■ : ish bank, of its 50 per. cent 
"'l holding in Banco Totta e 
- . Azores. Portugal’s third largest 
. bank, for Esi53bn ($944^m). 

Mr Fernando Costa i-ima, t he 
^ president of the CMVM. said in 
a newspaper interview at the 
. ''’weekend that it would not be 
possible to exempt Mr Antonio 


v. Champalimaud, the veteran 
' Portuguese industrialist who 


*•' has agreed to buy Banesto’s 
stake, from making a public 
■- offer for all of BTA. 

“■ However, Mr Champali- 
- maud's agreement with Ban- 
esto stipulates that he wOl buy 
^'only if Portugal waives the 
!.>• requirement to make a bid for 
'< 1 the other 50 per cent of BTA 


which is dispersed among 
34,000 shareholders. He has 
agreed to pay Banesto Es5,282 
a share, excluding interest. 
BTA shares closed on Friday at 
Es3,426. 

Portuguese government offi- 
cials are believed to have 
assured Mr Champalimaud 
unofficially, before his agree- 
ment to take a 50 per cent 
stake, that he would be 
exempted from a making a 
public offer for the entire com- 
pany. 

His purchase of Banesto’s 
stake, erf which 25 per cent is 
held indirectly by Portuguese 
associates, would end Portu- 
gal's embarrassment over a 
Spanish bank exceeding the 
Emit of 25 per cent imposed on 
..foreign ownership of BTA 

Mr Costa Lima’s stand 
means that to allow the BTA 
deal to go ahead, the govern- 
ment will have to alter stock 
market legislation or declare a 
special exemption in the 


national interest. Analysts said 
that either move could damage 
the credibility of Portugal's 
capital markets. 

Following Banesto' agree- 
ment to sell BTA shares in 
Banco Portugues do Atlantico, 
Portugal's second-ranked bank, 
rose more than 4 per cent on 
both Thursday and Friday on 
speculation that Banco Comer- 
cial Portugues would renew a 
bid for control of BPA vetoed 
by government in September. 
BCP denied the rumours. 

However, bankers said that 
it would be difficult for the 
government to block another 
BCP bid for BPA if it approved 
Mr Champalimaud’s acquisi- 
tion of BTA 

This would create Portugal's 
largest privately-owned finan- 
cial group without an offer 
having to be made for 100 per 
cent of the target bank. These 
were the government’s main 
justifications for blocking 
BOP's bid. 


DAX futures to be 
traded in the US 


By Andrew Rsher 
in Frankfort 



Germany’s DAX - futures 
contract, based on the share 
prices of the country’s 30 larg- 
est quoted companies, is to be 
marketed in the US for the 
7?* first time folio wing agreement 
between securities authorities 

• of the two countries. 

This was Tnsrte possible by 
the latest securities law in Ger- 
many, which outlaws insider 
trading for the first time and 

- x also laid down the basts for the 
. ^ new regulatory agency, the 
? Federal Supervisory Office for 

- -7. Securities Trading which 

- .7 began operations in Frankfort 

this year. 

.. The go-ahead for US trading 
■V, of the DAX futures contract, of 

— which 5.1m were traded last 

* - year, was given by the Com- 
__ modities Futures Trading Com- 

mission (CFCT). Previously, 
" the US agency had said a 
stock-based instrument could 
not be traded without the legal 
__ banning of insider trading and 
the "existence of a German reg- 
= tQatory body. 


Members of the Deutsche 
Tenninbdrse (DTB), Germany's 
financial futures and options 
exchange - which include for- 
eign hanks - will now be able 
to promote and sell the DAX 
futures contract to US-based 
financial institutions and 
money managers. The German 
securities agency will share 
information with the CFTC. 

“The CETCs approval gives 
the DTB and its members the 
first opportunity to directly 
market one of our products in 
the US," said Mr JiJrg Franke. 
the DTB’s general manager. 'It 
is our hope and belief that 
additional opportunities to 
market our other risk manage- 
ment products will follow 
shortly.” 

Negotiations are also being 
held with UK authorities about 
ggfttng the DAX fixtures con- 
tract 

The CFTC said that no spe- 
cial approval was needed for 
the US marketing of contracts 
in Bund (8% to 10- year govern- 
ment bonds). Bob! (3'A to five- 
year bonds) and BuxI (15 to 
80-year securities) futures. 


AMD profits 
jump in final 
three months 


By Richard Tomkins 
En New York 


A big increase in sales resulted 
in a near doubling of fourth-, 
quarter net profits to $74m for 
Advanced Micro Devices, one 
of the largest US makers of 
integrated circuits. The figure 
compared with $39m in the 
same quarter last year. 

However, the latest result 
marked a decline from the 
third quarter’s net income of 
$84m because of start-up costs 
at the new Fab 25 manufactur- 
ing plant in Austin. Texas, and 
the outcome of a legal dispute 
with rival Intel which resulted 
in AMB having to scrap about 
100,000 chips. 

Sales shot up by 34 per cent 
to a record $545m in the period 
to December 25. led by strong 
demand for AMD’s 386 and 4S6 
microprocessors and embedded 
Rise microprocessors. Commu- 
nications circuits and non-vola- 
tile memories also set new 
records, the company said. 

FuU-year net income rose 
from $218m to S330m on sales 
up from $1.65bn to $Ll3bn. 


AGF chief ready for spring privatisation 

After months of delay the French insurer's sale is getting closer, says Andrew Jack 

M 


r Antoine Jeancourt- 
Galignani* chairman 
of Assurances G4n6r- 
ales de France, the insurance 
company scheduled for privati- 
sation, has a simple message 
for the government: “We are 
ready." 

Looking relaxed in his office 
in central Paris at the end of 
last week, he refused to be 
drawn on the timetable for the 
sale of the state's 57 per cent 
stake in AGF, despite intense 
debate in the French press. 

The government clouded the 
Issue last Thursday by publish- 
ing the decree In its official 
journal for the privatisation of 
Seita, the state tobacco monop- 
oly. That has led many com- 
mentators to believe Seita is 
now likely to go first. 

“It is up to the government 
to take the decision," said Mr 
Jeancourt-Galignani. "Quite 
frankly 1 don’t know what they 
think." However, he believes 
the privatisation will happen 
before the end of March. 

He has good reason to be 
cautious. AGF was prepared 
for privatisation as long ago as 
last spring, and the company 


seemed convinced on several 
occasions since then that the 
sale was imminent - only to be 
rebuffed while the sale of other 
state assets, such as in Renault 
in November - overtook it 

One reason for the long 
delay has been the disappoint- 
ing performance erf the stock 
market last year - notably for 
financial companies. “Our 
shares are closely correlated 
with the bond market" be 
says. The argument is that as 
interest rates rise, the value of 
financial assets and our hidden 
capital gains goes down." 

Another hitch has been the 
need to sort out the question 
marks hovering over Comptoir 
des Entrepreneurs, the loss- 
making property company in 
which AGF bad a 29.7 per cent 
stake. 

A restructuring agreed in 
late December has made the 
insurance group the control- 
ling shareholder, and those 
involved argue that the uncer- 
tainties are now resolved. 

"Initially, the delay caused 
some frustration.” says Mr 
Jeancourt-Galignani. “People 
were a bit disappointed. But 



Antoine Jeancourt-Galignani: 
good reason to be cautious 


they adjusted to the reality, 
and it would not have been 
very pleasant if the share price 
had dropped after privatisa- 
tion." 

He says that AGF has now 
resolved the other outstanding 
financial problems it faced: 
notably the slump in real 


estate investment, and the 
depths of the insurance cycle 
with low levels of premiums 
and high values on claims. 

“It has been a very difficult 
period since 1991," he says. 
“1994 will show a marked 
improvement and we believe 
there will be a technical profit 
in all non-life business in 
T995." 

The outstanding issues soon 
to be resolved by the state's 
privatisation commission are 
the way in which strategic 
stakes will be distributed to 
existing large shareholders; 
and the minimum price for the 
shares, for which there is 
already some guide, given that 
they are partly quoted. 

Mr Jeancourt-Galignani 
favours just over 20 per cent of 
the shares going to a small 
group. 5 per cent to AMB. its 
German insurance partner, 5 
per cent to Societe Gene rale, 
and a significant stake to 
another French bank, Paribas. 

He is also working with his 
board to determine the dis- 
counts offered to employees 
seeking to take shareholdings. 

Some 10 per cent will be 


allotted to workers, who are 
likely to receive a government- 
sponsored 20 per cent reduc- 
tion on the public offer price. 
AGF may add in a further 10 
per cent, as well as providing 
loans to encourage staff to buy 
more shares. 


T: 


he French government 
remains reluctant to 
commit itself to which 
of the two companies is to be 
offered first, other than saying 
that both will go during the 
first third of the year. 

“There are two irons in the 
fire, and in alphabetical order 
they are AGF and Seita," said 
the ministry of economics at 
the end of last week. 
Nevertheless, there is one 
factor which is likely to force 
the sale of the government's 
AGF stake relatively soon, 
regardless of whether it takes 
place before or after Seita. 

As part of the Comptoir des 
Entrepreneurs restructuring, 
AGF says the state must hand 
over to it FFr7bn (Si -3tm) by 
mid-April which it is to fund 
from the revenues raised by 
the sale of it stake in AGF. 


Tibetan hotel group plans share issue 


By Norma Cohen, 
Investments Correspondent 


A strengthening tourism 
industry is w.n as the reason 
for plans to send some new 
shares sky-high ... to the “roof 
of the world" in remote Tibet 
Tibet Pearl Company, 
restructured from the Chengdu 
Tibet Hotel concern, has 
become the first Tibetan com- 
pany to announce plans for a 
public share issue. 


It aims to issue 30m A shares 
- available only to domestic 
investors - to be listed eventu- 
ally on the Shanghai stock 
exchange. Currently, there is a 
moratorium on listing new A 
shares on that exchange and 
the announcement by Tibet 
Pearl is viewed as a sign that 
the ban is about to be lifted. 

Tibet Pearl owns the 382- 
room Chengdu Tibet Hotel 
along with entertainment and 
convention facilities. China 


Securities, lead underwriter for 
the planned offering, says 
more than 78 per cent of the 
hotel’s rooms are rented on 
average and in 1994 the occu- 
pancy rate reached more than 
90 per cent. 

The company will offer 27m 
shares by selling an unlimited 
quantity of fixed special depos- 
itary receipts and then draw- 
ing lots on the receipts for sub- 
scription of shares. Another 
3m shares will be placed 


share 


according to a staff 
placement proposal 

The company expects to 
raise YnZ12m <$13.3m) from the 
issue, which it plans to invest 
in redevelopment of its centre- 
piece hotel, construction of a 
new hotel in Sichuan province 
and the creation of a tourist 
bus company in Lhasa. 

Local brokers believe that as 
many as 20 companies may be 
awaiting listings for A shares 
on the Shenzhen exchange. 


Apple Macintosh PC Clones’ on the way 


By Tom Foremski 
in San Francisco 


The first “clones” of Apple 
Computer’s Macintosh per- 
sonal computers are soon to be 
marketed following Apple's 
decision last September to 
license its proprietary technol- 
ogy to other companies in a bid 
to expand market share. 

The company has closely 
guarded its Macintosh technol- 


ogy against imitators for more 
than a decade, but the growing 
dominance of personal comput- 
ers based on Intel chips that 
run Microsoft’s Windows soft- 
ware has forced Apple to 
change its strategy. 

It hopes that by licensing its 
technology to others it will cre- 
ate a larger customer base and 
encourage software developers 
to create new applications for 
the Macintosh. 


Power Computing and 
Radius, both based in northern 
California, are the first compa- 
nies to demonstrate prototypes 
of the Macintosh clones. 

Radius, which is a manufac- 
turer of high resolution com- 
puter displays, said it would 
concentrate on a specialised 
segment of the PC market, 
offering computer-based video 
editing systems. 

Power Computing, a small 


computer design company with 
backing from Olivetti, the Ital- 
ian computer manufacturer. 
aims to introduce its clone, 
based on Apple's Power Macin- 
tosh model, in March. 

Apple said it had adopted an 
“open licensing policy". Previ- 
ously. it has said it would 
license Macintosh technology 
selectively to companies that 
would not compete directly 
with its own sales. 


Fundraising 
for Northam 
Platinum 


By Mark Suzman 
in Johannesburg 


Northam Platinum, the 
troubled platinum mine in the 
Gold Fields of South Africa sta- 
ble, has confirmed that it will 
seek to raise an additional 
R500m (S150m) through a 
rights issue to tiy to secure the 
mine's longer-term viability. 

The company said the money 
would be used to repay exist- 
ing borrowings of R291^m and 
to fund working capital, capital 
expenditure and projected 
operating losses until financial 
self-sufficiency is reached. 

The announcement follows 
the results of a technical 
assessment which said the 
mine would be viable at lower 
production levels of 110.000 
tonnes a month compared to 
an original target of 150,000 
tonnes a month. 

The development of Northam 
has already cost shareholders 
Rl.7bn_ 
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Now You Can Talk To Someone In 
London Who Really Knows. 



The Saudi British Bank is an associate of 
the HSBC Group and has assets of over 25 
billion Saudi riyals. We have a world of 
experience you can tap into. 

It goes without saying, we can also 
provide a wealth of local knowledge. 

Come and talk to us. 

Nobody knows more about doing business 
in Saudi Arabia. 



' If you're looking to develop or extend 
your, operations in Saudi Arabia's rapidly- 
growing marketplace, come and talk to us. 
Our new branch in London's Curzon Street 
is now open for business. 


The Saudi British Bank 

WITH You InThe Kingdom and A ROUND The WORLD 


1 8C Curzon Street, London WlY BAA 
Tel. No. 101 7 1 ) 409 256? Fax No. i 0 ! 7 ! } 495 2329 
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WE'RE PLEASED TO ANNOUNCE OUR 
NEW IBCA SHORT TERM RATING 


West Merchant Bank Ltd is a London based 
international merchant bank that is' 75% owned 
by Westdeutsche Landesbank Girozentrale and 
25% owned by Sudwestdeutsche Landesbank 
Girozentrale. 

WO are active in Capital Markets. Corporate 
Finance. Developing Country Finance. Forfaiting, 
Project & Export Finance. Structured Finance and 
Treasury & Swaps 

We also play an active part in the deposit 

WT<?sr Merchant Bonk Limited ,c a mamo&r ot f ft** IVaslLB 


markets of most of the world's major currencies. 

In 1993 we won the prestigious Queen's 
Award for Export Achievement. 

If you would like further information, call 
Alex Rottenburg on (44) 0171 220 3555 or Philip 
Hurley on (44) 0171 220 8693. 


VV West 
SS/I Merchant Bank 


Group and <i member of the Securities and Futures Authority. 
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It is not Just 
the US pharma- 
ceutical and 
healthcare 
industry which 
is relieved at 
the Republican 
capture of Con- 
gress. For 
many of the world's largest 
insurers. Republican proposals 
to slim down environmental 
and healthcare legislation 
would remove some of the 
greatest threats to their profit- 
ability. 

The passage of that legisla- 
tion, in successive waves since 
the 1970s, marked a triumph at 
the time for environmental lob- 
byists and champions of work- 
ers' rights. But it has become 
clear that it is so expensive 
that it is unenforceable. 

US rating agencies estimate 
that the total cost of environ- 
mental and asbestos-related 
claims could be more than 
$130bn. although under the US 
courts’ system of punitive dam* 
ages, estimating the incidence 
and potential cost of these 
claims is near-impossible. 

Environmental and asbestos 
claims in US courts have 
already brought down syndi- 
cates at Lloyds of London. It is 
now clear the private wealth of 
the British upper middle clas- 
ses is insufficient to finance 
such claims. It is also begin- 
ning to seem likely that other 
Insurers' resources, partial- 


COMMODITIES’. 


Global Investor / Bronwen Maddox 

Salvation for insurers 


larly those of small US insur- 
ers, would also prove inade- 
quate if the legislation were 
fully enforced. 

The diffirnify of estimating 
outstanding risks, particularly 
under policies sold in the 1960s 
and 1970s, has been one factor 
behind the 30 per cent decline 
in share prices of US insurance 
brokers over the past five 
years compared to the S&P 
composite index (assisted too 
by the California earthquake). 

In the past year. Congress 
has begun to grapple, although 
unsuccessfully, with the need 
to reform laws, particularly the 
Superfund rules on cleaning up 
polluted land. Superfund, the 
Clean Air Act and the Safe 
Drinking Water Act are all up 
for renewal, although Congress 
failed to pass bills updating 
them In the last session. 

Proposals now in the pipe- 
line, part of the Republican 
“contract with America", are 
likely to ease the burden on 
business from these rules more 
than the Clinton plans would 
have done. If passed, they wlH 
shift power back from federal 
regulators to the states. Under 


UK! utilities: taken over by speculation? 
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one proposal, land owners who 
cannot develop their land 
because of environmental 
restrictions would have to be 
compensated. 

The new proposals would 
also severely curtail the rate at 
which new environmental and 
health laws can be passed, by 
insisting on scientific and eco- 
nomic analyses of their impli- 
cations- The cost of new fed- 
eral regulations might also be 
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Cocoa trade hopes for a boost 


Cocoa traders will be hoping 
that Germany’s fourth quarter 
1994 cocoa grinding figure, 
which is expected to be pub- 
lished today or tomorrow, will 
be high enough to sustain the 
rally that carried nearby prices 
on the London fixtures market 
above £1,000 a tonne last week. 

That rise was fuelled in 
mid-week by the release of a 
higher-than- expected Dutch 
fourth quarter g rinding figure. 

Analysts have predicted that 
the German total will be 
unchanged to S per cent 
higher, compared with the cor- 


responding period of 1993, and 
anything above that could fuel 
a continuing uptrend. 

European Community 
exports of finished chocolate to 
Russia and the rest of eastern 
Europe appear to have recov- 
ered after the collapse that fol- 
lowed the sales boom of 1993 
and early 1994. “In 1993 there 
was under-consumption of 
chocolate in Russia, which gen- 
erated massive filling of the 
supply pipeline until March 
when it was fiifi," one Dutch 
analyst told the Reuters news 
agency last week. “That over- 


hang has been eroded away 
and we're now seeing normal 
consumption.” 

German domestic chocolate 
consumption also appears to 
have recovered from the sharp 
dip seen during 1994's hot sum- 
mer. “Demand for chocolate is 
now more or less normal, " said 
Karsten Keunecke, head of the 
German Confectionery Indus- 
try Confederation. “We had the 
big problem during the hot 
summer months, but we had 
rising exports to eastern 
Europe, which more or 
less compensated for the 


loss on the German market." 
• Other events this week 
include a two-day Home-Grown 
Cereals Association conference 
starting today In Cambridge. 
Topics under discussion will 
include future challenges, 
research and development 
opportunities and new technol- 
ogies. 

Tomorrow sees the publica- 
tion of the International Pri- 
mary Aluminium Institute's 
end-November stocks figures. 
Hie end-Sept ember stocks total 
was up 33,000 tonnes from a 
month earlier at 1387m tonnes. 


FINANCIAL HIGHLIGHTS 

AMMB HOLDINGS BERHAD 

Half-Year Ended 30th September, 1994 
Unaudited Consolidated Results 



1994 

In Million RM 

1993 

In Million RM 

% 

Change 

Profit Before Taxation 

261.1 

177.3 

+ 47.3 

Profit After Taxation & 




Minority Interests 

154.4 

104.9 

+ 47.2 

Shareholders' Funds 

1,004.2 

717.0 

+ 40.1 

Loans & Advances, Net of Provisions 

11,319.8 

8,431.4 

+ 34.3 

Deposits and Borrowings 

14,353.8 

11,210.8 

+ 28.0 

Total Assets 

16,693.7 

12,812.6 

+ 30.3 

Commitments & Contingencies 

1,703.1 

1,215.9 

+ 40.1 


HIGHLIGHTS 

• The Group continued to improve on its performance with the country’s sustained economic growth. 

• AMMB Holdings Berhad donated an additional RM15.2 million towands the RM6G0 million Fund 
for Construction of Low-Cost Houses for the poor. Todate, AHB has donated a total of RM30.2 
million to the Fund. 

• The Arab -Malaysian Banking Group launched its Interest-Free Banking Scheme in Sarawak on 
Thursday, 6th October, 1 994. Arab- Malaysian Bank Berhad launched a similar scheme in Kuala 
Lumpur on Monday, 21st November. 

• The Group Annual Report won for the fourth consecutive year, the “Overall Award for the Most 
Outstanding Annual Report in the 1994 National Annual Corporate Reports Award". 

■ .Arab- Malaysian Merchant Bank Berhad received approval from Bank Negara Malaysia to establish an 
offshore banking operation in the Federal Territory of Labuan and a merchant banking branch in 
Pulau Pinang. 

PROSPECTS 

• The Group expects to continue to improve on its performance for the second half of the financial 
year. 



TAN SRI DATO’ A2MAN HASFUM 
Chairman 


CHEAH TEK KUANG 

Director 



Arab- Malaysian Banking Group 


AMMB Holdings Berhad • 22nd Floor, Bangunan Arab- Malaysian, P.O. Box 10233, 
50708 Kuala Lumpur, Malaysia." Tel: 60-03-2382633, 2382644, 2382655. 

• Fax: 60-03-2382842. • Telex: MA 31167 & 31169 
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Cash 

Week 

Month 

Year 


ail 0.04 

0.51 0.20 

081 1.81 


0.10 

0.44 

5.19 


0.10 
0.45 
5 .59 


0.16 0.10 

0.70 0.46 

7.81 5.19 


Bonds 3-5 year 

week 0.02 -031 -0.08 -an 0.05 0.12 

Month -0.17 a48 -a SO -ins -0-10 -008 

Year -2.66 -1.35 -0.76 -2.35 -0-10 -1.63 

Bonds 7-10 year 

week -0.10 -0.65 -058 -0.67 -0.35 -0.01 

Worth -0.15 0,71 -0.96 -1.54 -1.13 -053 

Year -526 -3.85 -556 -8.41 -358 -7.01 


- 

Equities 

Week 

0.0 

-0.5 

-0.6 

-0.9 

2.9 

-0.9 


Month 

15 

0.8 

-0.4 

-4.4 

2.8 

05 

— * 

Yea- 

1.9 

6.2 

-6.1 

-166 

9.5 

-6.7 


Source: Cash & Bonds - Leflman Brothers. EquMss-0 IWWMC Securitas. 

The FT-Actuwtas World treSces an jointly owned fcy The Financial TAw Uniad. 
GcAfiran Sacks 8 Co- and NoRVaat Securities LBnBed. 


capped, limiting the number of 
rules any one agency could 
issue annually. The changes 
conld also scupper mooted 
revisions to a food-safety bill 
aimed at revising pesticide 
rules, and new proposals aimed 
at reducing repetitive strain 
injuries and smoking at work. 

Critics of the proposals c laim 
that they will swamp any 
action by federal agencies in a 
mound of cost-benefit analysis, 


while failing to make a real 
dent in claims under gristing 
laws. Nor is any re rating of the 
sector likely to be precise, as 
the markets’ attempts to value 
pharmaceutical stocks in the 
face of potential reforms of US 
healthcare show. But given 
that the risk to insurers under 
such legislation is near- 
incalculable at present, a 
diminution in that risk is wel- 
come. even if its value is 


similarly hard to judge. 

■ UK Utilities 

UK markets have also been 
wrestling with attempts to cal- 
culate the financial conse- 
quences of potential political 
change. In recent attempts to 
rerate utility stocks, particu- 
larly electricity, brokers may 
be indulging in spurious preci- 
sion. 


Fear of a Labour victory at 
the next general election is a 
central reason why regional 
electricity companies have 
been scrambling to return 
value to shareholders through 
share buy-backs and large divi- 
dends. They are also pressing 
ahead with selling off their 
shares in the National Grid 
Company, which runs national 
electricity transmission. 

The source of the fear is 
Labour’s threat of a windfall 
tax on profits of the privatised 
utilities. If imposed, it would 
be the first such tax since the 
Conservatives' tax on bank 
deposits in 1981-32. 

Share prices of the tecs have 
been boasted by anticipation of 
higher dividends and shrinking 
share capital bases. They have 
also been helped by takeover 
speculation; the protective 
shield of the government's 
golden share lifts on March 31. 
Several brokers, notably Smith 
New Court, say that the recs 
are considerably undervalued 
compared to the asset value. 
Share price rises of up to 40 per 
cent would be justified in some 
cases, they argue. 



“Children are 
not a private 
pleasure or a 
personal bur- 
den; they are 
100 per cent of 
the nation's 
future." This 
remark from 
the report of the Commission 
on Social Justice, published 
last year, is both correct and 
important* Policy for the fam- 
ily is the heart of social pol- 
icy. It is also the most impor- 
tant economic policy. 

To illustrate the point: in 
1992 the net measured wealth 
of the UK's personal sector 
was £2.300bn (S3,600bn>; but 
its Stock of “h uman capital" 
was worth some twice as 
much. One way of valuing the 
human capital stock is from 
the difference between actual 
labour incomes and what they 
would have been if nobody 
had earned more than an 
unskilled person. In 1992 this 
would have been some £200bn. 
Capitalised at a real interest 
rate of 4 per cent, the human 
capital stock was worth over 
£4,000bn- 

Until recently, the marriage 
of the mother with the father 
was universally seen as the 
institution primarily responsi- 
ble for the production of 
human capital As was noted 
in two previous columns (Mar- 
ital Economics, September 12 
1994, and Welfare and the 
Family, September 26), this is 
ceasing to be the case. 19 per 
cent of families with depen- 
dent children were headed by 
a lone-parent in 1991, against 
8.6 per cent in 1971. 

What has the Social Justice 
Commission to say about this 
rise of the mother-state-child 
family? “In common with the 
emerging consensus amongst 
leading family organisations, 
we believe that family size 
and structure are a matter for 
adults' private choice, but 
that dependent children are 
entitled to 'good enough 
parenting’ based on a 
commitment that lasts 
throughout their childhood, 
whether parents are living 


Economic Eye / Martin Wolf 

Farewell to 
the family 


Sources of non-wage income 


I Mandatory putafle penstara ’~f' Voluntary occupational panafara 
I Voluntary personal savings 
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together or apart" 

This view is fatuous. It 
appeals to the grand notion of 
free choice, but violates at 
least two liberal principles. 
First, the choice is made in 
the knowledge that other peo- 
ple will be forced, via the tax 
system, to foot the bill Sec- 
ond. children must be first 
among all the people to whom 
damage may not lightly be 
done by the exercise of free 
choice. Furthermore, the 
notion that the commitment 
of a father to children with 
whom he may never live can 
approximate that of one who 
does is extraordinary. 

Fortunately, having won its 
intellectual battle for the mar- 
ket, London's Institute of Eco- 
nomic Affairs has turned its 
attention to the social under- 
pinnings of a free society. A 
recent book by Patricia Mor- 
gan for the IEA explains why 
it was right to do so.** Ms 
Morgan notes that “children 
of non-traditional families 
have higher rates of mortality 
and morbidity; are more at 
risk of abuse; more likely to 
become delinquent and go 
Into care and more likely to 
become involved in crime." 


They also perform more 
poorly in education. Further- 
more, these disadvantages 
exist even when one controls 
for the poverty of lone-par- 
ents. In any case, the observa- 
tion that the problem for lone- 
parents is poverty misses the 
point They are, other tilings 
equal, bound to be poorer 
than couples. 

There are three principal 
reasons for the shift: the 
declining significance of mar- 
riage; falling earning opportu- 
nities for unskilled males, 
making them less marriage- 
able; and the tax and benefit 
systems. Ms Morgan's book 
shows how far the UK tax sys- 
tem has gone to alirainat .fi the 
benefits of marriage. A lone 
parent with two small chil- 
dren can, for example, work 
for 20 hours at £4 per hour 
and end up with a net income 
of £163.99 after rent and tax. A 
married father of two small 
childr en working for 40 hours 
at the same hourly rate would 
take home £13095. It is hardly 
surprising that almost half 
those in the bottom IQ per 
cent of the income distribu- 
tion are couples with childr en 
(see chart). 


Many women in poorer seg- 
ments of society are better off 
without husbands. They are 
also the only women who are 
better off having children. The 
private costs of producing suc- 
cessful children are enormous, 
while society as a whole 
shares in their income. Strik- 
ingly, the average size of the 
families of single lone-mothers 
increased from L2 to Lfi chil- 
dren between 1981 and 1991. 
while the average size for 
married couples fell from 2.1 
to 13. The quantity and the 
quality Of the h uman capital 
stock are adversely affected. . 

The most significant propos- 
als of the Social Justice Com- 
mission are to increase the net 
subsidisation of lone-parents 
(partially disguised as child- 
care and nursery provision) 
and to tax child-benefit for 
high-earning mothers, further 
reducing their incentive to 
have children. Unfortunately, 
Ms Morgan's study addresses 
policy insufficiently. But she 
does recommend “the elimina- 
tion of all payments and ser- 
vices to broken families that 
are not made to intact fami- 
lies, with one benefit standard 
for all children, whether 
inside or outside the means- 
tested system." Even more 
bravely, “there is the need few: 
employment opportunities for 
men that are as considerate 
and 'friendly' to family provid- 
ers, as they are now often 
asked to be towards parents 
as carers". 

Such recommendations are, 
of course, hugely controver- 
sial. But how will future gen- 
erations view the casual way 
with which we are discarding 
the social institution dedi- 
cated to producing and soci- 
alising the next generation? 

* Social Justice: Strategies for 
National Renewal Report of 
the Commission on Social Jus- 
tice (London: Vintage, 1994). 

** Patricia Morgan, Farewell 
to the Family? Public Policy 
and Family Breakdown in 
Britain and the USA. Choice m 
Welfare Series No. 21 (London. 
IEA Health and Welfare Unit, 
1995). 
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However, the approach is 
questionable: it 1$ hard to see 
any circumstances in which 
the full asset value would be ~ 
returned to shareholders. For a 
start, brokers may be overvaL 
uing the earnings beyond a 
general election. The current 
display of the utilities’ wealth 
may prove politically counter< 
productive and trigger a higher . 
windfall tax than would other- 
wise be imposed. It may also 
increase pressure for larger 
rebates to customers from the 
sale of the National Grid than 
the £25 currently assumed by 
some brokers. 

It would be unwise of the 
utilities to put much weight on 
the argument that the cup- 
board is hare while their fran- 
chises are capable of quickly 
replenishing their assets. Their 
surplus cash has built up since 
privatisation partly because 
the regulatory regime installed 
at that point did not foresee 
the scope for efficiency gains. 
Even if they escaped a windfall 
taxi they might expect a fur 
tber tightening of the regula- 
tory regime. 

Given that prospect, any 
takeovers ahead of the next 
election are unlikely to pay 
holders what brokers currently 
call the “full value” of the com- 
pany. Predators can read the 
opinion polls as well as any- 
one, and must appropriately 
discount the value of earnings 
after the next election. 
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EMERGING MARKETS: This Week 
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;-fter i be Mexican deba- 
' cle, many investors are 
wondering whether 
* l \ Argentina will be the next 
^ . Latin. American economy to 
unravel 

> Of ail Latin economies, that 
of Argentina - at least soperfi- 
ciaUy - most resembles 
: . Mexico’s. Like Mexico, if has a 
’» . big current account deficit ■- 
about $llbn in ISM - creating 
<■ ; a dependence ■ on capital 
i' inflows; also like Mexico, its 
" r :. currency seems overvalued, 
?■ ' raising questions about bow 
c, long parity with the dollar is 
'^sustainable. -■ 

Apparent similarities have 
led to the Buenos Aires stock 
" market taking the brunt . of the 
A Mexican backlash, with the 
■?-' Merval blue-chip index sliding 
• j‘ : 17 per cent in the week fbllow- 
ing the Mexican devaluation. 
Bonds fell sharply, while 
u-, short-term interest rates nearly 
tripled, creating severe Hqrad- 
... ‘ ity problems in the banking 
sector. But many analysts 
k . ; believe fir^anriai markets have 
: . overreacted, saying that trad- 
\T % ers have failed to understand 
i~; important differences between 
: the two economies. 

ihe crucial distinction, they 
say, steins from Argentina’s 
experience of hyperinflation in 


The Emerging Investor / David Pilling 

Argentina combats Mexican wave 


the late 1360s which forced it 
to adopt a severe exchange 
rate policy known as convert- 
ibility. launched in April 1991. 
convertibility fixes the peso by 
law at 1-to-l -with the dollar 
and. more crucially, forbids the 
printing of local currency 
unless backed by capital 
inflows. 

“The Mexican central bank, 
to keep local interest rates 
down, followed an expansion- 
ary credit policy - - - even after 
reserves started to fell ” says 
Mr Esteban Thomsen of Bue- 
nos Aires-based Banco Privado. 
“In Argentina, the central 
hank may not, and does not. 
follow such a discretionary pol- 
icy. The convertibility sys- 
tem ... makes it almost impos- 
sible to pursue a monetary 
policy independently of the 
evolution of its international 
reserves.” 

The bi-monetary system also 
militates against capital flight 
by allowing deposits to be kept 
in dollars within Argentina, 
says Mr Thomsen. 
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According to Mr Geoffrey 
Dennis, Latin American strate- 
gist at Bear Stems, convertibil- 
ity creates an economic “trans- 
parency” which makes it “very 
bard for a run on the currency 
to creep up on os”. 

Argentina's defenders argue 
that its trade deficit - less 
than half Mexico’s in relative 
terms - is in any case shrink- 
ing as productivity gains feed 
into higher exports and as 
local consumer demand dwin- 
dles. Argentina has grown on 
average by an annual 7 per 
cent in the past four years, the 
fastest In Latin America, has 
brought inflation down to 
below 4 per cent, the lowest in 
the region, and has deregu- 
lated its economy far more 
quickly than Mexico. 

Finally, the optimists say. 
Argentina’s social tensions are 
tar removed from those which 
erupted into Mexico’s Chiapas 
uprising. 

“The differences are well 
rehearsed,” says Mr Dennis. 
“But when all’s said and done, 
people are saying that Argen- 
tina feces the same problems 
as Mexico.” The view of many 
investors is that “if things get 
really nasty” the “differences 
may he less important than the 
similarities”. 

Mr Dennis believes, however, 
that the worst may be over. 
“Our view is that they will not 
devalue... If it was going to 
happen it would have already 
occurred,” he says. But even 
ruling out collapse, Argentina 
may still not escape unscathed. 


“Clearly the danger Is that 
Argentina will need such high 
levels of interest rates to 
attract capital that growth will 
stow." 

Economic growth In 1995, 
officially estimated at 6J> per 
cent, may also suffer from pub- 
lic spending cuts which are 
being pushed through in an 
effort to restore lapsed fiscal 
rectitude. 

Such considerations mean 
that Baring Securities may 
downgrade its earnings fore- 
casts for 1995, originally set at 
18 per cent. “Inevitably the 
numbers will come -down," 
says Mr Eduardo Tapia, head 
of Barings office in Argentina. 

However, even after lowering 
earnings prospects, p/e ratios 
for 1995 of about 12 to 13 times 
maitp Argentina the cheapest 
Latin American market, dis- 
counting Mexico where reliable 
forecasts are now impossible. 
According to the latest Barings 
estimates of 1995 earnings. 
Peru is trading on a ratio of 
163, Chile at 17.1 and Brazil at 
2L6. 

The Merval index, which 
closed last Friday at 433.56, 
some 40 per cent down on its 
1994 high of 728, "looks attrac- 
tive, barring any worst-case 
scenario, ” says Mr Neil Perry, 
head of Latin American 
research at Barings. “We think 
the market is a buy, although 
we would not be so bold as to 
put a marker in the ground 
and say. “Today’s the day it 
has touched bottom.’” 

Mr Dennis also rates Argen- 


tina a “pretty good buy," and 
is upgrading it from under- 
weight to neutral. However, he 
believes that victory for Presi- 
dent Carlos Menem in May’s 
elections and the renaming of 
Mr Domingo Cavallo as econ- ' 
omy minister are crucial to 
maintain investor confidence. 
He Is therefore waiting a few 
months before becoming an 
‘’aggressive buyer". 

Those who do decide to pur- 
chase will have to pick care- 


fully. Stocks to avoid may be 
those with high gearing, as 
well as banks because of the 
negative impact of felling bond 
prices on their bottom line, 
analysts say. 

Flat margins and uncer- 
tainty over the impact of 
possible tariff adjustments 
have also made investors wary 
of the so-called telephone 
twins, Telecom and Telefonica, 
whose spectacular performance 
since privatisation may now 


be in question. 

Over the next few months, 
Argentina's crucial test will be 
to persuade investors that its 
economic foundations are 
sounder than those of Mexico. 
Mr Cavallo is convinced that 
the market has overreacted 
and that Buenos Aires offers 
tremendous bargains. 

Those who pay attention to 
the differences between Argen- 
tina and Mexico are going to 
take short-term decisions that 
will prove very intelligent in 
the long term,” he says. 

Mr Cavallo is due to fly to 
New York tomorrow to tell 
bankers and investors just 
that Much hangs on whether 
or not they are convinced. 


US money 
heading 
back home 


A testing time for South America’s markets 


Brazil's main stock market in &Lo Paulo ended 
last week in sombre mood, hoping the worst 
was over but unsure when the damage inflicted 
by Mexico's storm would be repaired, writes 
Angus Foster in S2o Paulo. 

After felling on each of the first three days of 
the week, the Bovespa index recorded a small 
gain on Thursday then fell another 5.1 per cent 
on Friday to close the week at 38£73. The Index 
has dropped nearly 20 per cent since the Mexi- 
can crisis hit on December 20. 

In Mexico the IPC index fell slightly on Fri- 
day, bringing its loss on the week in local 
currency terms to 5 per cent This week an IMF 
delegation was doe to visit the country to begin 
talks over a standby credit arrangement 

Investors will also be watching the Mexican 
Knwiring sector tins week, with fears that some 
of the smaller ones will be badly hit by the 
peso’s devaluation. On Friday one small bank, 
Ban pais, fell 46 per cent, while Moody’s Inves- 
tors Services downgraded the long-term foreign 
currency debt of two of the biggest, Banamex 
and Baneomer. 

In Brazil, selling has been blamed on worries 
that foreign investors would lose enthusiasm 
for all of Latin America’s markets. It was 


exacerbated in Brazil because the market’s 
strong rise in 1994 gave investors the chance to 
take profits to cover losses elsewhere in the 
region. The Bovespa index rose 60 per cent in 
dollar terms last year, despite a 6.5 per cent fall 
in December. 

Nevertheless, sbares and Brazil's Brady 
bonds have fallen less heavily than those in 
Mexico or Argentina, reflecting investors' 
beliefs that Brazil is some time away from 
facing a Mexico- style crisis. 

Government ministers stressed throughout 
last week that, unlike Mexico, Brazil has ample 
foreign exchange reserves of about $40bn. The 
country also recorded a trade surplus last year 
of $11.5bn, although there was a deficit of $47m 
in December. 

Despite such fundamentals, local analysts are 
worried that international investors will not 
differentiate sufficiently between the main 
Latin American markets and will continue to 
sell or start to ignore Brazil. After accounting 
for a growing share of trading last year, foreign 
investors made up only 18 per cent of volume in 
December, the lowest level since June. In the 
week after Christmas, there were reports of 
several big liquidations by foreign investors. 


Mr Albert Edwards, Kloinwort 
Benson’s global strategist, said 
that the UK Investment bank 
was looking to add both Argen- 
tina and Brazil to its global 
equity portfolio for the first 
time, writes John Pitt. 

The main difference between 
these markets and Mexico, he 
said, was that neither had 
“unsustainably large current 
account deficits to finance". 

But he warned that, in gen- 
eral, all emerging markets 
were now vulnerable to the liq- 
uidation of US mutual funds, 
“with inflows into interna- 
tional funds already totally 
drying up in November. 

“The simple truth is that the 
party is over. Global markets 
have feasted off easy US 
money and it is now going 
home ... We have long warned 
that higher rates would lead to 
redemptions. Crunch times 
have now arrived for the mar- 
kets. Take cover.” 


ADR issues 


Issuers from companies in 
emerging markets accounted 
for 56 per cent of ADR pro- 
grammes launched in 1991. rep- 
resenting 66 per cent of the 
total capital raised. Citibank 
has said. 

Overall the issuance of ADRs 
in 199-1 nearly doubled from 
1993 - a total of 285 companies 
from 43 countries launched 
new programmes, raising more 
than $20bn. 
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US data brings dollar into focus 


The dollar will provide the 
focus for the year’s first full 
week of trading after . last 
week’s strong US non-farm 
payroll report 

With analysts citing the 
report as evidence that the 
US Federal Reserve will soon 
raise interest rates again, 
investors will this week 
took to December's producer 
price Index, released tomorrow, 
Wednesday's consumer price 
index, and Friday's retail 
sales data for signs of fur- 
ther robust growth in the 
economy. 

Investors will also be keen to 
see how the new Republican 
Congress wields its might If it 
succeeds in pushing through 


tax cuts, markets may start to 
worry. 

T-awf- week the dollar clrmhpd 
to its four-month high a gainst 
the yen. 

Traders will watch Wednes- 
day’s summit between US pres- 
ident Bill fnintnn , and Japa- 
nese prime minister, Tomiichi 
Murayama, for more construc- 
tive agreement between the 
two countries. 

Traders will focus on key 
resistance levels for the dollar 
against the yen, around 
Y10I.50 to YI0I.75. Analysts 
say that, if the dollar can con- 
solidate a breach above that 
level, it could well move 
quickly to Y105 against the 
Japanese currency. 


The Mexican peso crisis and 
concern about fighting in Che- 
chnya could also prompt inves- 
tors to take cover in the US 
currency. 

In Europe, the economic 
diary is fairly quiet, but inves- 
tors will keep an eye on devel- 
opments in the minor Euro- 
pean currencies which were 
battered last week. 

Both the peseta and the 
Swedish krona will be under 
scrutiny after last week's Span- 
ish Interest rate rise and the 
downgrade of Sweden's foreign 
currency debt rating. 

Sweden will present its bud- 
get on Tuesday, providing the 
markets with a further guide 
to currency direction. 


Traders will also show inter- 
est in the lira if Oscar Scalfero, 
the Italian president, recovers 
from flu and reconvenes laiks 
on a caretaker government 

In the UK, the most signifi- 
cant data release comes at the 
end of the week with the Octo- 
ber trade figures. These are 
expected to underpin Britain’s 
strong export performance and 
give a positive bias to the 
pound. 

However, as Parliament 
reconvenes, sterling may be 
adversely affected if political 
worries overshadow strong 
economic fundamentals. The 
threat of yet another back- 
bench rebellion against John 
Major’s beleaguered govern- 
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ment could undermine the 
pound. 


FT GUIDE TO WORLD CURRENCIES 


Toronto now available twice a day, five times a week. 
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This announcement appears as a matter of record only 



KERRY 



KERRY GROUP pic 


has acquired the 
Food Ingredients Business of 


ALLIED DOMECQ PLC 


comprising 


DCA FOOD INDUSTRIES INC. 

and its subsidiaries 


and the assets of 
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MARGETTS FOODS LIMITED 


The undersigned acted as financial advisor to 
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CmBAN<& 



From January 1st 
our members can broaden 
their horizons. 



Japan Airlines 


Japan Airlines and American. Airlines are linking their frequent flyer 


programmes. Call any local office for full details. 



APPOINTMENTS 
ADVERTISING 
appears in the UK edition 

every Wednesday & 
Thursday and in the 
International edition every 
Friday. For further 
information please contact: 
Stephanie Cox-Freeman on 
444 71 873 3694 
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INTEREST RATE I i.7125% 
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WORLD BOND MARKETS: This Week 


LONDON 


Graham Bowlev 


FRANKFURT 


Andrew Fisher H TOKYO 


Emiko Terazcno 


A growing belief that another 
half percentage point rise in 
US interest rates win come 
with the Federal Reserve’s 
next policy-making committee 
meeting on January 81 failed 
to dent Treasury bond prices 
last week. 

Hot is that eq uanimity 
likely to be disturbed 
by the moderate December 
rises in producer and 
consumer prices which are 
expected to be announced this 
week. 

That the bond market had 
already prepared itself for 
another rise was clear on 
Friday; a modest fall in the 
official unemployment rate to 
5.4 per cent from November's 
5.6 per cent prompted a modest 
rally across the maturity 
spectrum. 

Tomorrow’s release of the 
producer price index for 
December is generally 
expected to show an increase 
of 0.2 percentage points 
during the month, bringing 
the foil-year rise to 1.7 per 
cent 
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Most economists expect the 
consumer price index, which 
wiR be published on 
Wednesday, to show a 0.3 
percentage point increase for 
December, or 2.7 per cent for 
1994 as a whole - the same as 
1993. 

Bigger rises than these could 
put pressure on the Fed to 
move on interest rates before 
the end Of the month, anri 
increase the likelihood of a 
second half-point rate rise 
early In the year. 


Fresh supply and the pace of 
UK economic growth are the 
themes likely to do minate the 
gflts market this week. 

Chi Wednesday, figures for 

industrial production in 

November will paint a picture 
of how fast the economy was 
growing near the end of last 
year, while on Friday the Bank 
of England is expected to 
announce details of the 
government’s next bond 
auction. 

The figures are likely to 
dictate the direction of the 
market while the auction 
ann n impwnmit Will hold the 

key to the relative performance 
of different areas of the gilt 
yield curve. 

S.G. Warburg's Mr Simon. 
Briscoe expects the Bank to 
announce a sale of five-year 
stock, which will therefore 
depress the five-year area. The 
10-year sector, free of supply, 
will perform best this week, he 
says. 

The gOt-bund spread 
narrowed from 127 to 112 basis 
points last week and analysts 
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ink it may narrow further, 
althoug h it may take next 
week’s flood of data to push it 
close to 100 basis points. 

Ms M a ri ffP Befl, of the Royal 
Bank of Scotland, thighs the 
production data will show a 
vibrant industrial sector, 
putting downward pressure on 
gilt prices. 

The City consensus forecast 
is for a 05 per cent 
month-on-month rise following 
an increase of 0.1 per cent in 
October. 


The German bond market, 
which reacted positively on 
Friday to the US employment 
figures, will have a feast of 
domestic statistics to survey 

this week. 

They will show the strength 
nf inflation, actual and 
potential, the rate of economic 
growth, and the still high level 
of unemployment 

Also, the 1995 wage round 
will start to gain momentum 
with regional pay talks in the 
engineering in rins tTy and parts 
of the chemical industry. 

“The wage settlements are 
critical in the outlook for 
German monetary policy.” 
says Paribas Capital Markets- 
Deals are bound to exceed last 
year’s 2 per cent average, but 
should be held to around 3 per 
cent as inflation eases and the 
economic recovery remains 
patchy. 

Thursday's GDP figures for 
1994 are expected to confirm 
growth of 3 per cent for the 
whole of Germany (2£ per cent 
in the west and 9 per cent in 
the east). 


Germany 
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Also due this week are 
December's wholesale price 
index and west German 
unemployment data, along 
with final M3 for November 
anri final ranw nmw price 

figures for December. 

The Bundesbank can be 
expected to keep a steady hand 
on interest rates If wage 
settlements are to its liking. 
However, traders are 

increasing ly expecting it to 

switch to variable rate repos 
nex t month 


Japanese bonds are expected to 

fluctuate in a narrow range 

this week as investors remain 
cautious over currency 
movements and the long bond 
auction. 

The fall in the yen against 

the dollar could prompt 
investors, who bad expected 
the high yen to continue to 
squeeze exporters’ earnings 
and the economy, to review 
their pnonnmic outlook. The 
yen’s foil has also affected 
supply aud demand by 
t rig gerin g prefit-tek^g by 
overseas investors trying to 
lock in currency gains. 

While dollar selling by 
Japanese exporters is expected 
to stem a further decline in the 
yen against the dollar, US and. 
European investors are 
swindling funds out of 
Japanese bands due to 
widening interest rate 
differentials , increasing the 
downward pressure on the yen. 

Investors are also likely to 
focus on the auction of 10-year 
bonds this week. The bottom of 
the market is supported by 
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insti tutions willing to purchase 
bonds at the lower end. but 
worries over new debt waning 
to the market this month are 
mounting, since the 
government is expected to offer 
medium-term bonds, while 
euroyen and corporate bond 
issues are also scheduled. 

• Nihon Sogo Shaken, the 
brokers’ broker, said last year’s 
trading activity fdl sharply 
from 1993. Domestic bonds - 
traded totalled Y38S,759tm, 
down 32-8 per cent 


Capital & Credit 


lO^year benchmark bond yields 


Little consensus over US soft landing 


Per cent 


13 


Ask three economists a yes’ or 
W question and one is likely 
to get three different answers. 
Yet there is agreement on one 
point as economists look ahead 
to what might happen to US 
bonds this year. It has to be 
better than 1994. 

That, of course, Is where 
agreement ends. There is no 
unanimity about when or how 
much the market may 
improve, but little could be 
worse than a year that saw 
yields on two-year notes soar 
by 340 basis points from 4J0 
per cent at the beginning of 
January to 7.63 per cent last 
week, when the consensus was 
that they would hold steady. 

The news was not much bet- 
ter in the market for 30-year 
Treasuries, where yields rose 
from 6.41 per cent to 7.86 per 
cent 

“The year was a parade of 
implosions,” says Mr Steven 
Nothern, who manages govern- 
ment securities in several of 
Massachusetts Financial Ser- 
vices’ mutual funds. 

Rising interest rates wreaked 
havoc for investors - such as 
Mr Robert Citron, the former 
Orange County treasurer - 


who bet they would stay 
steady or decrease in 1994. 

In the first half of 1995, 
short-term rates should con- 
tinue to rise, keeping investors 
hoping to lock in the highest 
possible yields out of the mar- 
ket 

“Over the first five months 
of this year than will be a con- 
tinuation of the bear market,” 
says Mr Joseph Liro of 
S.G. Warburg. "Then, as we get 
a sense that the economy is 
responding to Fed tightening, 
and we seem to be at the end 
of the tightening cycle there 
will he a pronounced rally in 
the second half of the year.” 

While some see the 30-year 
Treasury yielding 7 per cent or 
less by year-end, others predict 
the long bond could be as high 
as 8 per cent. In the two-year 
market, estimates are closer to 
8 per cent 

fix the near term, most 
expect the long band to be at 
or above 8 per cent which 
would be a buying opportunity, 
says Mr Nothern, who believes 
the long bond will yield closer 
to 7 per cent at year-end. 

Like most on Wall Street, Mr 
Nothern expects at least two 
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more rounds of tightening by 
the central bank, with the first 
coining at the end of this 
month. He advises a ’bar-bell’ 
position with paper of less 
than a year's maturity and 10 
to 30-year bonds in order 
defend against interest rate 
volatility. 

Ultimately, the Fed should 
Stop ti ghtening when growth 
slows, and this should attract 
investors to the long end of the 
market as the risk subsides 
that Inflation will erode the 
value of their investments. 


If yields on 30-year bonds 
drop amid new demand and 
the Fed continues to raise 
rates at the short end, the 
curve that traces the spread 
between the yield on two-year 
notes and the long bond could 
turn flat and then invert some- 
time next year. The curve was 
nearly flat, with the yield 
spread narrowing to as little as 
7 basis points, late last year. 
But recently the spread has 
widened amid uncertain trad- 
ing through the holidays. 

Mr Lira expects inversion by 
the end of next year, but Mr 
Nothern thinks it could happen 
as early as the end of the first 
quarter of this year. 

Mr Allen Sinai, rhiaf global 
economist at Lehman Brothers, 
expects inversion to hold 
** rmtn the central bank starts 
to lower interest rates again, 
and that will not happen until 
there are signs of weak growth 
or surprisingly low inflation 
numbers, and neither is likely 
in 1995." 

An inverted yield curve is 
usually a sign that the market 
anticipates economic slowing, 
bat economists are split about 
whether the slowing wifi pro- 


duce a “soft landing” or throw 
the economy into recession. 

In 1994, the Fed raised inter- 
est rates six times, although 
the consumer price index held 
below 3 per cent. The Fed 
reacted to inflationary pres- 
sures deeper in the economy. 

In December, for example, 
unemployment dropped to its 
lowest level in four years, and 
the National Association of 
Purchasing Management index 
of business activity hit 57.8 per 
cent - the 16th consecutive 
month of growth. 

Most are optimistic about a 
soft landing, although many 
are forecasting a quarter or 
two of slow or negative 
growth. 

But Mr Robert Brusca, chief 
economist at Nikko Securities, 
sees recession. “The view of a 
soft landing is for the soft- 
headed," he says. “The strong 
December jobs 

report . . . makes the economy 
lode bullet-proof. No economy 
ever is, and as we think about 
this, the Fed is l oading armour- 
piercing rounds preparing 
another salvo.” 

Lisa Bransten 
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NOTICE OF REDEMPTION 
TO THE BEARER SECURITYHOLDERS OF 
PETROLERA ARGENTINA SAN JORGE S A 
U$S 45,000,000 

U% SECURED NEGOTIABLE OBLIGATIONS DUE 1995-1998 

NOTICE IS HEREBY GIVEN that, pursuant to Article 10 
of the Indenture dated as of February 9, 1993, as sup- 
ple merited (tha "Indenture") between Petrolera Argentina 
San Jorge S A. as Issuer (tha “Issuer”), and BankAmerica 
National Trust Company, as Trustee (tha "Trustee"), the 
Issuer has elected to redeem all of the outstanding U$S 
45,000,000 - 11% Secured Negotiable Obligations due 
1995-1998 (the "Securities") on February 9, 1995 (the 
“Redemption Date”) at 102% of the unpaid principal 
amount thereof, plus accrued and unpaid interest to the 
Redemption Date (the “Redemption Price"). The 
Redemption Price will be due and payable on each 
Security on the Redemption Date, and interest thereon 
shall cease to accrue on and after the Redemption Date. 

Payment of the Redemption Price of the Securities will 
be made to Bearer Securityholders upon presentation and 
surrender of the Securities to the Trustee at BankAmerica 
NT & S.A., 162 Queen Victoria Street, London, EC4, 
United Kingdom, Attention: Paul Irwin / GSS. 

Bearer Securityholders may elect to receive payment upon 1 
presentation and surrender of the Securities to Banco | 
Medefm SA at 25 de Mayo 499, Buenos Aires, Argentina, 
Attention: Sr. Ernesto Achaval on the Redemption Date 
If an application with Banco Medefin S.A. between the 
ninth and fifth Business Day prior to the Redemption Date. 

The Securities will no longer be deemed outstanding on 
and after the Redemption Date and at) rights with respect 
thereto will cease, except only the right of the holders 
thereof to receive the Redemption Price. 

Petrolera Argentina San Jorge SA 
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FT CONFERENCES 

INTERCONNECTION - THE EVOLVING UK PROGRAMME AND ITS 
M7EHNAT10NAJL CONTEXT 
London, 8 February 19S5 

Sartor speakers from OFTEL, led by Don Crutiahank te Dknctor Generat, 
wO look m me toy fssues of ttie UKs intarconnecllon pr o gram me. This Joint 
conference wN also address Inte r c on nection and competition in in ter na tional 
telec ommu nications, with present a tions from Mr Scott B Harris, US Federal 
Communications Commission; Mr Mchoias Argyris, European Commission end 
Mr Jan Freese, Sweetish National Pori and Tefscam Agency. ’ 

LONDON MOTOR CONFERENCE 
London, 20 February 1895 

This annual FT meeting, the tenth In a highly Bucoessfu! series. wO locus on 
block exemption, examine the changing relationship between vehicle 
manufacturers and dealers and adrfeoss ttie issue of competitiveness in the 
automotive components sector. Speakers Indude: Professor Garri Rhys Offi 
Standanf-6-4Mam&MatnHPLASni.PRS5-Cartfff Business School; Sir Trevor 
Chinn CVO, Lax Service PLC; David Nicholas. Unipart Industries; Rich Van 
Leoiwen, Ford Credit Britain and Gdrant CWffert, Rockwell Automotive light 
Vehicle Systems. 

CABLE, SATELLITE AND NEW MEDU 
London, 27 & 28 February 1985 

The Fhandri Times' 14th annual conference is being held at a critical time 
when the vision of the new media fa turning into rarity. The conference wB 
offer insights into the latest developments both In the context of buriness and 
Investment implications and the context of tetfralogy. Speakers indude; Mr 
Barry Spildngs, The Pteskow/SpWngs Partnership, USA; Mr Michael Schrage, 
Massachusetts Institute of Technology: Mr Robert PttiUis, British Broadcasting 
Corporation; Mr Stephen Davidson. TeteWest Communications pic and Mr 
Marc Tesrier, Canal -r. 

WORLD STEEL MDUSTRY 
London, 6 a 7 March 1985 

This London conference arranged In association with CRU International, wB 
bring together a tfistingufehed praiei of speakers team mound the world to share 
their views on the key questions facing tits industry. The industry's structure 
wBI be of paramount importance, to what extent should European producers 
tann their own rifiancK or mergers to create a tniy international Industry? WEI 
privatisation Anally lay the subsidies Issue to rest? What technology win 
steelmakers use to ecWeve tha growth they are soaking? Speakers who wN be 
taking part indude Mr Brian S Moffat OBE, British Steel pic; Mr Robert J 
Damal, Inland Steel Industries Inc; Mr Karri Van Wert, European Commission; 
Mr Francis Mar. Uainor Sector and Mr Robert A Garvey, North Star Steel 
Company. 

INDIA'S ECONOMIC RENAISSANCE- OPPORTUNITIES FOR TRADE, 
FflNANCE AW) INVESTMENT 
New DeBd, 18 A 17 March 1995 

Oven ti» breadth end pace of economic reform that has taken place in Intfia 
since 1991, this HigMevri FT forum wB provide a unique opportunity to review 
the government's liberalisation programme and assess business and 
investment prospects. The meeting wE also consider InrteTe c om pe titi veness 
In world markets and look at tha challenges of improving the country's 
Infrastructure. 

WORLD PHARMACEUTICALS CONFERENCE 
London, 20 A 21 March 1995 

This year's conference, arranged Jointly with Coopers & Lybrand, takes as its 
theme ‘evolving from pills to healthcare - realising the ambition’. As 
gova ranants worldwide seek to contain healthcare costs, the marketplace has 
become more c om petitive for R&D-bssed pharmaceutical majors. Many are 
now looking at naw ways of working vrith the haahheare pischasers, whether in 
tiw US tree market environment or in European-type soda) systems. Leedng 
figures will outline their vision and strategies for moving from being 
pharmaceutical producMsased companies to becoming ■herithcare’ ptayws. 

MARKETMG PROFESSIONAL SERVICES *95 
London, 19 & 20 April 1995 

Tha Financial Times and Protesstonri Marketing International bring together an 
intamatioreriy renowned One-up of experts and leadng edge practitioners to 
examine the specie aMb required by ptofasrional firms in me etin g the needs 
of particrisr types of dfanta. The first day is devoted to an Interactive poM of 
contact sales masterc la ss, examining tire process of carrying marketing context 
through to the actual sale. The seminar wflt address the specific selling 
technique that works beat lor accountants, lawyers and other professionals. 
Wghfigttts of the second day tndude a debate on tha tarings of an ortfusto 
benchmarking survey to establish beat practice in 1 client development 

wortdwkle; reflections fmm Sb- Biysn Carsberg of the Oftice of Ftilr Tratfing on a 

decade at deregulation in the professions; and ftofeeaor Jack Mahoney of the 
London Business Schod on recondOng professional ethics to a market facing 
culture, A series of workshops! focusing on strategy/piannlng, client 
managsmentfsales. research, rammurtcattons/PR wfl ba complemented wfth 
sessions on developing the sfeils required In marioting to charily, pubfle sector, 
manuteturingfeonsuirnr, property and financial services sector clients. The 
Congress concludes with a dinner and presentation of the prestigious 
FT/ProfessJonaJ Marketing Awards. 

Al enquiries should be a ddre ssed tix Rnencfel Times Conferences, P O Box 
36S1, London SW12 8PH.UK. Telephone: 081-073 9000, Fax: 001-673 1335 


International bonds 


Mexico takes the shine off Bradys M3" 


The new year started badly for 
investors in Brady bonds. With 
traders barely back at their 
desks after the holidays, prices 
resumed the downward slide 
triggered by Mexico’s devalua- 
tion last month. 

On Tuesday and Wednesday 
last week, prices of Bradys - 
bonds Issued in ex chang e for 
restructured government com- 
mercial bank debt - fell by 
nearly 5 per cent, according to 
the J J . Morgan Brady Bond 
Index, which measures total 
returns (both capital apprecia- 
tion and interest earnings). 

Prices recovered somewhat 
later in the week but even so, 
since December 19 the index 
has fallen by 9.9 per cent And 
since February last year, when 
short-term US interest rates 
were first increased, Bradys 
have dropped by 19 per cent 

Mexico again sparked the 
selling last week. Following 
the announcement of new eco- 
nomic measures by President 
Zedillo on Tuesday, investors 
remained unconvinced about 
the country's ability to repay 
same $Ml9bn of Tesobonos - 
short-term doDar-Unked bonds 
- which mature in the next 
few months. Mexico's bonds 
declined by 4.72 per cent (as 
measured by the index) in trad- 
ing on Wednesday. 


Like last month, investors' 
nervousness proved contagious 
and other markets suffered. 
Latin American Bradys were 
hit hard, with fearful US fond 
managers seemingly oblivious 
to any difference in national 
circumstance or policy. 
“Mexico blocks out the rest of 
Latin America from their 
view,” said Ms Ingrid Iversen, 
senior economist at Morgan 
Grenfell Emerging Markets. 

Elsewhere, Nigerian Bradys, 
which fell by 25 per cent in 
1994, lost 42 per cent on 
Wednesday and east European 
debt was also dumped. Prices 
of Russian paper, Vneshekon- 
ombank dollar debt, slumped, 
with concern over the fi ghting 
in Chechnya and scepticism 
about the country’s ability to 
meet payments an its foreign 
debt helping to prompt sales. 
The non-payment of a SlOOm 
instalment of interest arrears 
expected by the end of 1994 
caused special concern. 

Traders now argue that 
prices are cheap and towards 
the end of the week there was 
some evidence of activity by 
“bottom fishers". Yet there is 
little confidence that the mar- 
ket has yet reached its lowest 
point Many would-be buyers 
will wait for signs that the 
rally which helped lift some 


prices on Thursday and Friday 
can be sustained, before they 
reenter the market 

Even its biggest enthusiasts 
concede that the market faces 
SOme difficult mnnfh» ahrari 
and uncertainty in Mexico will 
continue to cast a shadow over 
prospects. Nevertheless, amid 
this gloomy scenario, investors 
should Quote tWO thing s: 

• First, although Mexico has 
dragged the rest of the market 
down in recent weeks, not all 
Bradys have been hit equally 
and the shake-out has pro- 
duced a significant revaluation 
Of paper from different coun- 
tries. Last month, the yield 
spread of Polish over Mexican 
par bonds was 147 basis points. 
The relative valuations of the 
two assets have now reversed. 
On Thursday evening, Mexico 
was trading at 214 points over 
Poland. Meanwhile, between 
December 19 and January 5 the 
spread of Argentine and Brazil- 
ian par bonds over Mexican 
pars narrowed from 397 to 275 
basis points and from 458 to 
227 points respectively. 

Mexican par bonds are likely 
to lose their benchmark status 
for the sector, possibly in the 
longer term to Brazilian paper. 
And many expect these differ- 
ences to become more accentu- 
ated in the coming weeks. 


Same economists argue that 
the rimflarlttfis between Meifr 
can and Argentine macrwA- 
nomic policy have been iner- 
played. Like Mexico, Argentina 
has a sizeable current account 
deficit and what many can 
sider an overvalued currency. - . 

However, Argentina’s deficit 
is a smaller percentage of GDP 
than Mexico’s and - unlike 
Mexico - it is legally obliged to 
maintain tee parity of its cur 
rency with the US dollar. In 
addition, foreign investors own 
a much smaller amount of 
Argentina’s domestic debt than 
Mexican debt, leaving Argen- 
tina less vulnerable to specular 
five pressure. 

• Second, an important effect 
of the crisis has been to show 
that prices of Brady bands.do 
not necessarily rise or fell in 
line with US Treasury bonds, 
as seemed to be happening 
early last year when both clas- 
ses of asset moved down in 
tandem following the increase 
in US interest rates in Febru- 
ary. On December 19, Mexican 
par bonds had been trading at 
a yield spread of 461 basis 
points over 36-year US Trea- 
suries. By January 5, the 
spread had widened to 850 
basis points. 

Richard Lap per 


NEW INTERNATIONAL BOND ISSUES 
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Waiting for the 
next rise in 
interest rates 

Although today marts the Hfonfag 1 of 
1996's first flfll wed? of trading, the 
questions on investors minds are the 
A pro n oiks they have been asking simw 
the middle of 1994; When will the 
Federal Reserve raise interest rates and 
by how much?' 

hi fact, the question of timing seems 
to have been settled an Friday, when 
the labor Department reported 
unemployment at its lowest in four 
years. The data reinforced the 
consensus that there would be further 
tightening at the Jsinuary 31 to 
February 1 meeting of the Fed’s Open 
Market Committee. 

Such widespread agreement that 
another rate increase is imminent 
should have dampened enthusias m on 
Wall Street because tight money puts 
pressure on earnings by lowering 
spending and increasing the price of 
corporate borrowing: Still, the market 
moved, ahead solidly on the news. 

As to the question of how modi, the 
consensus still holds that the Fed is 
‘most likely to raise rates by SO basis 
points at it nest meeting, but there is a 
growing feeling that the strong jobs 
data might push it to do more. 

Some believe the Fed will replicate its 
November 15 move and raise rates by 75 
pointy which could put an end to 
weeks of insecurity in the market. 

Many are hoping that a large move by 
the Fed would mean the current 
tightening cycle - in which short-term 
interest rates have soared hum 3 per 

want at. the hn ginning nf 1 Qcur+n thw 

current 5% per cent - was almost over. 

. Hus week may bring a continued 
boost tor cyclical stocks as companies 
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begin reporting earnings for the fourth, 
quarter of 1994. Many analysts expect 
big increases for manufacturing 
companies In part because growing 
output has not yet brought rising 
wages. Last week’s low unemployment 
figures were accompanied by news that 
wage inflation for the year stayed under 
3 percent. 

In terms of data, investors will be 
looking to three important measures of 
December economic activity to be 
released later this week: the Producer 
Price Index tomorrow, the Consumer 
Price Index on Wednesday and retail 
sales. 

November CPr remained below 3 per 
cent despite gross domestic product 
growth Close to 4 per cent Most 
analysts think CPI growth will pick up. 
Expectations are that the December 
figure wfll show growth of about 03 per 
cent in the core rate, and the rate 
evriniftng the volatile food and energy 
categories. 

As for December PPL analysts believe 
it will show a rise of close to 0.3 per 
cent for both the core rate and 
excluding food and energy. December 
retail sales are expected to moderate 
after November’s L2 percent growth. 
Analysts expect the figure to come in 
around 0.7 per cent. 


LONDON 


Prospects 
brightening as 
trade recovers 

The first week back after the holidays 
saw the stock market yawning with 
boredom. There were plenty oF 
individual features but trading volumes 
only slowly began to recover to more 
normal levels and even the movement 
in market indices never seemed to 
achieve conviction. 

It may be that we are all doomed to a 
tedious repetition of factors which 
subdued the market last autumn: a 
fixation on interest rate prospects and a 
consequent obsession with all statistics 
on the US and German economies. 
Certainly, London soon decided last 
week that Friday's US employment data 
and prospects for the next Federal 
Reserve Open Market Committee 
meeting were the points to watch. 

Rale-cf-thumb predictions were 
becoming quite clear by the end of the 
week. Interest rates are going up, 
probably beginning with a move by the 
Fed at the end of the month. Since a 
quarter or even half-point move in Fed 
rates has almost certainly been 
discounted by global markets, only a 
three-quarter points rise will do, 
according to London strategists. 

However, by the end of the week, 
analysts were refining their opinions 
and taking a more sophisticated view. 
Interest rate rises have been well built 
into share prices and markets may take 
the announcements in their stride. 

Wall Street showed no signs of 
interest rate crisis phobia last week and 
Tiondon, for all the rumour-mongering 
ahead of the US payroll numbers, was 
hardly under pressure. It could be that 
the UK market, while remaining 
subdued until the FOMC meets, will 
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then respond to deeper investment 
fundamentals. 

The near-term outlook may be better 
than it at first appears. Trading 
volumes are recovering quickly from 
the holiday. Numbers of shares traded 
remain short of average totals, but the 
value total of daily customer, or outside 
investor business, has returned to the 
£lbn range, hardly indicating a 
spineless market 

The market or rather the FT-SE 100 
Share Index, has been overshadowed by 
corrective phases in pharmaceuticals 
and regional electricit y stocks. 
Turbulence in drug stocks has focused 
around Wellcome and should blow itself 

out soon. 

In the case of the Rees, takeover 
excitement has been tempered by 
conviction that the Trafalgar House bid 
for Northern Electric is heading for 
review by the Monopolies and Mergers 
Commission. This could blow away a 
little speculative froth, but it is hardly a 
reason for shying away altogether. 

If the optimists are right, the 800 
point differential between the FT-SE 100 
Share Index and the Dow Jones 
Industrial Average win soon be 
recognised as a traditional buying 
signal So, it could be a happy new year 
after all 


Depositary receipts 


Global demand for capital 
heralds further growth 


OTHER MARKETS 


ZURICH 

Swiss bank shares are likely to 
stay in the howHiinpc this 

Week, tiianka mainly to 

Zurich’s maverick broker-fund 
manager Mr Martin Ebner, . 
writes Ian Rodger. . 

Union Bank of Switzerland 
has been hogging the limelight 
because of the epic struggle 
over its governance between 
the board and its largest 
shareholder, Mr Elmer's BK 
Vision investment fund. This 
week, BK will probably file 
formal legal challenges to the . 
bank's plan to umfir its share 
structure, adding to investor 
nervousness. 

Meanwhile, Swiss Bank : 
Corporation entered the fray . 


following blunt comments by 
the chairman on its 1994 
performance. On Wednesday 
and Thursday, Mr Ebner's BZ 
Bank was seen to be an 
enthusiastic buyer of both the 
bearer and registered shares, 
setting off a flurry of rumours. 

. Some thought that BZ was 
warehousing the shares for a 
bidder for the weakest and 
cheapest of Switzerland’s three 
big banks, perhaps Deutsche 
Bank or Commerzbank or 
Allianz, the German insurance 
group. After aH wasn’t it BZ 
that put together a 31 per cent 
btock of Berner Holding last 
Jiins for Allianz? 

Others said that BZ was 
buying for its ailing sister, BK 
Virion, winch was said to be 
seeking to offset losses on its 


huge UBS stake. Or maybe BZ 
was simply being 
opportunistic, as SBC shares 
looked cheap. 

Whatever the case, Mr Ebner 
was also showing that, even 
though both his wallet and his 
Midas reputation have been 
badly damaged in recent 
months, he can still stir up the 
Swiss market 

MADRID 

The market faces another 
politically charged week, 
although NatWest Securities 
notes that the index’s Initial 
move upwards, after the Bank 
of Spain’s decision last week to 
raise rates, suggested that - 
there were few ready sellers at 
current levels. 


MILAN 

The market returns from a 
long holiday weekend hoping 
for fresh progress this week to 
resolve the increasingly 
acrimonious political crisis. 

Many investors speculated 
that the president's bout of flu 
last week, which baited his 
search for a solution, might 
have been more of a diplomatic 
than a medical condition. 

Analysts suggested that Mr 
Oscar Luigi Scalfaro might 
have been awaiting the ruling, 
expected this week from the 
constitutional court, on 
electoral reform which would 
effectively rule out the snap 
election in March demanded by 
Mr Silvio Berlusconi the prime 
minister. 


Instead, it makes more likely 
the installation of a so-called 
institutional government, 
headed by a non-political 
figure, which is the equity 
market’s favoured solution. 

The market, itself, came 
under some pressure towards 
the end of lari week. Mr John 
Stewart at Inter&uropa in 
Milan noted gp-llinc of blue 
chips that had performed best 
over the previous fortnight and 
suggested the market might be 
encountering a technical 
correction that would leave it 3 
to 4 percentage points lower. 

The hanking sector has 
returned to focus amid 
speculation that Credito 
Italiano could be a bid target 
for the unquoted Cariplo, its 
rival bidder for Rolo. 


After a record year, the market 
for depositary receipts is expec- 
ted to continue growing 
strongly in 1995, spurred by the 
ever-increasing globalisation of 
the world’s equity markets. 

And while the sector - a 
large proportion of which is 
made up of programmes from 
companies in developing 
nations - may be overshad- 
owed sporadically by emerg- 
ing-market upheavals such as 
the Mexican crisis, the 
long-term outlook is buoyant 

“We see no reason why the 
ADR business should not con- 
tinue to grow, and don't see 
the maiket being harmed” by 
the current problems in 
Mexico, says Mr Joseph Velll 
head of worldwide securities 
processing services at Bank of 
New York. 

With huge markets set to 
open in Russia and China, and 
US investors keen, on diversify- 
ing their equity portfolios, he 
is confident u we will have 
another good year - although 
it will be hard to top 1994 in 
percentage terms”. 

A depositary receipt repre- 
sents ownership of shares 
which remain in safe-keeping 
with a bank in the issuer's 
home market. The receipt Itself 
may be traded elsewhere. Divi- 
dend payments are usually in 
US dollars, and voting rights 
are usually the same as for the 
underlying stock 


TOKYO 

Investors seeking dues to the 
likely course of the Nikkei 
index this year may look back 
over the lari two years, when 
the seasonal movements 
demonstrated a marked 
similarity, writes Errdko 
Tcrazono- 

For both 1993 and 1994, the 
index had a good first quarter, 
a dull summer, a weak autumn 
and a brief rally at the rad of 
the year. 

During the period, shares 
were depressed by profit 
revirions in the corporate 
earnings seasons and by extra 
supply from the flotation of 
formerly government-owned 
enterprises. 

So will the first 1995 quarter 


There is little difference 
between a global depositary 
receipt and an American 
depositary receipt, although 
ADRs tend to be listed on a US 
stock exchange while GDRs 
are often listed in Luxembourg 
and increasingly in London. 

According to Citibank, 285 
companies from 43 countries 
launched DR programmes last 
year, up from 152 in 1993. Capi- 
tal raised rose by 81 per cent, 
exceeding S20bn. And the vol- 
ume of ADRs traded on US 
exchanges hit a record 72bn, a 
16 per cent increase. 

In a survey of US investment 
institutions, conducted last 
autumn by Broadgate Consul- 
tants in New York, 90 per cent 
of respondents said a listed 
ADR programme makes a for- 
eign company more appealing 
as an investment opportunity. 

"Overwhelmingly, US inves- 
tors prefer de aling in ADRs 
rather than in the straight 
stock,” says Mr George Avril 
Broad gate’s managing director. 
“ADRs trade and pay dividends 
in US dollars, information is 
more readily available, people 
don't have to worry about set- 
tlement - it makes it a heck of 
a lot easier to trade in foreign 
equities.” 

On the supply side, contin- 
ued corporate and government 
demand for capital especially 
in developing nations, heralds 
further expansion. In 1994, 


repeat past performances? Mr 
Tom Hill, strategist at 
S.G. Warburg in Tokyo, says 
that while a historical pattern 
has yet to be established, he 
expects share prices to gain 
ground over the the next three 
months. “It won't be a sharp 
rise, but the index will 
probably move up bit by bit,” 
he says. 

HONG KONG 

The Hang Seng index, which 
lost 6.2 per cent in the year’s 
first short week of trading, 
opens today with an eye on the 
US, writes Louise Lucas. The 
driving concerns in Hong Kong 
are fears of rising interest 
rates, and their effect on the 
all important property market. 


emerging market companies 
issued the majority of new pro- 
grammes; according to Citi- 
bank, they accounted for 56 per 
cent of the DR programmes 
launched and for 66 per cent of 
the total capital raised. 

“The emerging markets are 
grabbing an increasingly huge 
slice of the overseas invest- 
ment pie,” says Mr Mark Bach, 
Citibank's global head of DR 
sales. "In the 1990s, they have 
accounted for nearly 17 per 
cent of all US investor pur- 
chases of foreign stocks, up 
from just over 4 per cent for all 
of the 1980s.” 

Observers expect India, 
where companies raised over 
$2bn in 1994, to remain an 
active market, but heavy 
demand for capital is also 
expected from Aria and Latin 
America. 

Central and eastern Euro- 
pean companies are expected 
to raise their profile; the first 
Russian ADR application was 
filed in November, and in 
Poland there are plans to allow 
companies listed in Warsaw to 
issue ADRs. 

While Investors are bullish 
about central and eastern 
Europe's economic prospects, 
its markets are small and illiq- 
uid and settlement can be cum- 
bersome, so ADRs will facili- 
tate access to them. 

Conner Middelmann 


and the threat of US trade 
sanctions against China. 

Rising interest rates, fed 
through from the US via the 
currency link, depressed stock 
prices for much of last year 
and brokers expect the same 
fears to dictate trading 
through the first half of 1995. 

The threat of a Sino-US trade 
war. sparked by intellectual 
property rights concerns, has 
already ripped into share 
prices, with companies 
manufacturing targeted 
products and China plays 
among the worst affected. 
China has threatened a 
tit-for-tat response and by 
Friday the index had sunk to a 
15-month low. 

Compiled by Michael Morgan 
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BOLSA MEXICANA DE VALORES 

MEXICAN STOCK EXCHANGE 
THE PRIVILEGE OF INFORMATION 



Within the globalization process of the Mexican 
Financial System, the Mexican Stock Exchange 
has developed new trading mechanisms which 
allow the gradual incorporation of foreign 
investment, the internationalization 
of its operations and the promotion of its 
Specialized Services of Information. 

In this way, we assumed 
the challenge to consolidate 
the Mexican Stock Exchange as a 
competitive investment alternative 
in international markets. Our 
information and Customer Service 
Centers are available to you at: 


MEXICAN STOCK EXCHANGE 
Representation Officer 
New Yori( 

21 East 63 Street 
New York, N.Y. 10021 
U.S.A. 

Tel. (212) S2103&0 
Fax U 12) 8210388 


BOLSA MEXICANA DE VALORES 
Information Center 
Mexico. D.F. 

Paseo de la Reforma 255, 

Col. Cuauhtemoc, C.P. 06500 
Mexico. 

Tel. (525) 726 6600 Exts. 3680 a 3685 
Fax (525) 726 6793 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Anglian Water 12% Bd ‘14 
£ 1200.0 

Asahi Brew. 7% Bd ‘99 

Y700000.0 

BET 1-2p 

British Assets Tst l.llp 
Chtchibu O. Cement 7% Bd 
*99 Y700000.0 

Commonwealth Bk. Australia 

12%% Nts ‘98 AS127.50 
DKB Int Fltg-Fxd Rate Gtd Nts 
Jul.*04 $15968.75 
Forward Gip 2.5p 
Furukawa 5.55% Nts 2000 
Y555000.0 

Guinness fin 9% Gtd Nts ‘96 
$90.0 

Kobe Steel 6.9% Bd *98 
Y690000.0 

Do. 6.9% Bd 2000 Y690000.0 
Kubota 6.9% Bd 2000 
Y690Q00.0 

MMT Computing 3.7p 
NFC VarVlg 1.6p 
NKK 7% Nts ‘97 Y700000.0 
Parkland 2p 
Parkside Int Ip 
Rolls-Royce 2p 
Sapporo Brew. 5.9% Bd ‘03 
Y590000-0 

Do 7% Nts *97 Y700000.0 


Skandia Cap. Gtd FRN *95 
$1358.68 

Sony 6%% Bd 2000 
Y687500.0 

Stoddard Sekers 0.75p 
Takashimaya 5.6% Bd *01 
Y560000.0 

Do FRN Jan. ‘98 Y69194.0 
TR Property Inv Tst 0.4p 
Vibroplant 1.35p 
Warner Howard 2.8p 

■ TOMORROW 
Apollo Metals Cm Pf 4p 
Banco Bilbao Viz. Pts38.0 
BB & EA 5.5p 
Copymore 1 .7p 
CPL Aromas 12p 
Fluor $0.15 

Guinness 2V6% Cv Nts *97 
IR£1 250.0 

Henderson Admin 13.5p 
Leo 1 Class B FRMN *35 
£2067.64 

Leo 2 Class B FRN *32 
£206.76 

Lothbury Fdg No.1 A1 FRN *31 
£1302.75 

Do Class A2 £1597.40 
Do Class B £1799.04 
National Power 4.35p 
Philip Morris $0,825 


Policy Portfolio 2p 
Scottish Value Tst Ip 
VTech (Lon) $0,015 
Do (Bermuda) $0,015 

■ WEDNESDAY 
JANUARY 11 

Barclays Und FRN $277.92 
Birkby 2p 

City Merchants High Yld Tst 
2p 

Collateralised Mort Sec No.11 
B FRN ‘28 £190.88 
CSR AS0.14 
Gleeson (MJ) 10.81p 
Metropolitan EsL & Prop FRN 
‘95 Y1 24583.0 
Powell Duffryn 8p 
Property Partnerships 2.7p 
Warburg (SG) FRN ‘06 $277.92 

■ THURSDAY 
JANUARY 12 
Body Shop 0.9p 
Conversion 9% Ln ‘11 £4.50 
Conversion 9l&% Ln '01 £4.75 
Caisse Fran, de Dev 12%% 
Gtd Ln *13 E30&25 
Cleveland Tst 2.4p 

Clyde Blowers 3p 
Edinburgh Inc Tst Ip 
European Motor 2p 


Highland Distilleries 5.5p 
Kwik Save 13.5p 
Lon & O'seas Freighters 
$0.0025 

MBE Fin Ser.B Gtd Bd ‘01 

$291.33 

Penna Ip 

Perpetual 25p 

600 Grp 0.5p 

Spandex 0.75p 

Standard Chart Und Cap FRN 
$302.45 

Do Und Cap FRN (Ser.4) 
$276.00 

Yeoman Inv Tst 6.4p 

■ FRIDAY 
JANUARY 13 
Anglo Am Corp S Africa 
R1.10 

Bradford & Bfnglay Building 
Society FRN ‘97 £150.62 
Do FRN 1998 £152.81 
British Inv Tst 2.1 p 
Caffyns 8p 
Castings ip 
Chrysler $0.40 

Commonwealth Bk. Australia 
FRN Jul. 1 98 $274.72 
Do Jui.1999 $274.72 
Do. Und FRN (Jui.1988) 
S282.39 


Cropper (James) Up 
Dart 1.5p 
Diploma 9.5p 
EMAP2.5P 
Hadleigh Inds Ip 
Hongkong & Shanghai Bank 
Prim Cap FRN $73.47 
Ingham 1.75p 
Jarvis Porter 1.9p 
Johnson Fry Utilities Tst 

1 . 72 p 

Johnson Fry Sec. Utflities Tst 
1-5p 

Macdonald Martin DisL A 2.5p 

Do B 1.25p 

Morgan (JP) $0.75 

Nat West Bank Prim Cap FRN 

SerA $284.31 

Royal Bank Canada 

Government Sterling Fund Ptg 

Pf ip 

RPC tip 

Slme Darby MS0.165 
Southnews 1.35p 
Tiger Oats R0.54 
Unitas Var Rate Nts 2000 
$156.53 
Vlstec 0.1 25p 

■ SATURDAY 
JANUARY 14 

Funding 3 Yt% 99/2004 £1.75 


Troas. 13% 2000 £6 JO 

■ SUNDAY 
JANUARY 15 

Agricultural Mort SV»% 0b 93/ 
95 £2-75 

Am. Medical 9W*UnLnH}. 
£4.9375 

ASH (Jersey) 9%% Cv Bd 

2006 4.75p 

Barclays 12% Un Ln 2010 £9.0 
BCE C$0.88 

Treasury 914% Ln *99 £4.75 
Churohbury Ests. 4.2% Pf 2,lp 
Etiin. Inv Tst 3%% Db *98 

£1.875 

Franklin Res $0.10 

Govett Strategic Inv 10%% Db . 

■16 £5.1875 

Helical Bar 2.625p - 

Lazard High Inc Tat 1.6p 
Murray Int Tst 3.9% Pf 1-9Sp 
Next 5%% Bd 2003 5.75p 
North Surrey Water 4% Ob 
£2.0 

Do 4%% Db £2.125 
Do 5%% Db £2.625 
Occidental Petroleum $0.25 - 
Pacific Gas & Elect $0.49 ' 
Quebec Central Raflway £250 
Sweden 11% Ln 2012 £55a0 
Witan Inv 3.4% Pf 1.7p 


UK COMPANIES 


J 


■ TODAY 

COMPANY MEETINGS: 

Save 4 Prosper Linked Inv. Tst, 1, 
Rnsbury Avenue, EC.. 3.00 
BOARD MEETINGS: 

Finals: 

Barr (AG] 

French (Thomas) 

Interims: 

Bns&Brerard 

SavSs 

■ TOMORROW 

COMPANY MEETINGS: 

Carr's Milling, Crown Hotel, 
Wetheral, Caritste. 11.30 
Perpetual, Phyfite Court, 
Henly-on-Thames, Oxon. 12.00 


BOARD MEETINGS: 

Finals: 

Ashanti Gokffiofds 
M&W 

Osprey Comma 
Quality Care Homes 
Status 
Treat! 

Interims: 

Bespak 

Dabenttam Tewson & CMnnocJcs 

HoBas 

Howden 

■ WEDNESDAY 
JANUARY 11 
COMPANY MEETINGS: 

Fenner, VBdng Hotel, North Street, 


York, 10 JO 

Gleeson (MJ), Haredon House, 
London Road, North Cheam, Surrey, 
12.00 

BOARD MEETINGS: 

Fnete: 

Exmoor Dual bw Tat 
FNFC 
Irish Conti 
Southern Business 
Interims: 

Banks (Sidney C) 

Cray Elec 
Dalepak Foods 
Dixons 

Homing Geared Inc & Assets bw 
Tst 

Fleming Int High Inc Inv Tst 


psrr 

Finals: 

VHEMdgs 

Coda 

Denmans Elsa 

■ THURSDAY 

Kawttn 

JANUARY 12 

Kershaw (A) 

COMPANY MEETINGS: 

KMnwort Charter inv Tst 

Bridport-Gtmdry, Chartered 

Lonrho 

Accountants Hall, Moorgate Place. 

Microgen 

EC.. 12.00 

RankOrg 

Euromoney Pubficatans, Stationers 

Securicor Gip 

HaU, Ave Maria Lane, EC., 9.00 

Security Services 

Foreign & Cctonfad PS> Inv. Tst, 

TSB 

8th Boor, Exchange House, 

Throgmorton Pf Inc Tst 

Primrose Street, EC.. 11.00 

Wittoughby's Cons 

McLeod Russel, Institute of 

Interims: 

Directors, 116, Pad Mall. S.WL, 11.00 

Black (Peter) 

Royal Brook of Scotland, Balmoral 

Gibbs Mew 

Hotel, Princes Street. Edinburgh, 

Goode Durrant 

12.00 

Jones Stroud 

Sycamore Hide*, Dennis House, 

Jury's Hotel 

Marsden Street, Manchester, 11.00 

Matthew Claris 

BOARD MEETINGS: 

Ryiand Grp 


Westport 

■ FRIDAY 
JANUARY 13 
COMPANY MEETINGS: 

Faber Prest, SteHa St Ermine - 
Hotel. Caxton Street. S.W„ 1250 
BOARD MEETINGS: 

Finals: 

DeHan Ltoyda frwTst 
I nteri ms; 

Tamaris 

Company meetings are annua/ 
general meetings unhaa oOmtri m 
stated. 

Please note: Reports and accounts 
are not normally available untS 
ap p r o xi mat ely six weeks after the 
board meeting to approve the 
preliminary results. 
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CONFERENCES & EXHIBITIONS 


JANUARY 11 

Presentations for Professionals 
by Professionals 

Shjipcn your presenting skills in a West EnJ 
theatre. Businessmen, designers, acton ami 
Stand-up comedians will show you how to 
galvanise audience atteotion; ensure impact 
and memorabiliiy; create selling slides; use 
humonr... Learn bow to produce 
unforgettable ptesen tunas. 

Contact: Executive Prescmoikma 
TO: 0171 251 SOM Rue 0171 490 0S66 

LONDON 

JANUARY 17 

Latin American Heads of Mission 
CBI/FCO/DTl conference brings together all 
British Ambassadors in Latin America to 
provide latest analysis on export and 
investment opportunities in ibis major 
growth market. Opportunities for individual 
meetings with Ambassadors. DTI Export 
Promoters and ECGD representatives. 
Contact: Sandra Aidred. CBI Conferences 
Tel: 07 1 379 7400 

24 hr FAX-ON-DEMAND: 071 240 1248 

LONDON 

JANUARY 19 

Countdown to the Environment 
Agency 

CBI conference considers affects and 
powers on companies with establishment of 
single Agency combining key pollution 
control functions of HMIP. NRA and Waste 
Regulation Authorities. 

Contact: Nteoto Martin, CBI Conferences 
Tel: 07 1 379 7400 

24 hr FAX-ON-DEMAND: 071 240 1248 

LONDON 

JANUARY 24 

Private Finance Panel 

The conference will review Private Finance 
ItMiadve progress, by prospect and by issue, 
lo point to precedents established and 
structures developed. Chairman, Sir AUxiair 
Morton, Keynote address by Chancellor 
Kenneth Clarke, speakers include Pen Kent 
and Howard Davies. 

Coo tact: Private Finance Panel 

TeL 0171 222 286ft Fat: 0171 2223470 

LONDON 

JANUARY 24 -25 
Introduction to Derivatives In 
Treasury risk Management 

Training course covering treasury derivative 
markets. Currency Options, SAFE’S, FRA's. 
Futures, Interest rate swaps and related 
products. For Corporate Treasurers, bank 
dealers and marketing executives, financial 
controllers, systems and support pcrsonncL 
£520 + VAT. 

Lywood David International Lid. 

Tel: 01959 S65MII Fix: 01959 5dSs2l 
LONDON 

JANUARY 24-25 
Re-engineering the rr Function: 

Re-aligning IT culture, capabilities and skills 
to deliver radical business pcrCormunce 

improvement. An international two-day 
conference of leading experts and 
practitioners which explores the introduction 
of new strategics, development of new 
organisation and management structures to 
enable IT to play a key uric in transforming 
thcbusincss. 

Contact: Business Intelligence 

TeL (MSI 543 6565 Foe 0181 544 4020 

LONDON 

JANUARY 26 

An Inside Guide to Management 
Buy-outs 

Tits seminar held jointly by Binder llamlyn 
and Herbert Smith will provide an overview 
of the key issues involved in a management 
buy-out and how to deal with them. 
Delegates will have the chance to talk m an 
open forum or on a one-to-one basis with 
speakers, partners and financiers on a 
confidential basis. 

Enquiries: Julie Williams at Herbert Smith 
Tel: 0171 374 SV0 

LONDON 

JANUARY 26 - 27 

Risk Management Workshop 

Types of Risk - Foreign Exchange, 

Lending. Financial, Counterparty, Country, 
Economic, Interest rate, industry. 
Management; Derivatives- FRA's. Swaps and 
Options; Evaluation techniques. 
Sensitivity. Benchmarking. Ratings, 
Provisioning; Monitoring and Managing 
Exposures, Portfolios, Regulatory 
Environment, the “Rb* Cyde". £395 2 Days 
Contact: Fa I rp I ace Banking 4 Financial 
Training. Tefc 0171 329 U595. 

LONDON 


JANUARY 26 & 27 
Valuing International Companies 
This event is bold in response to ever 
increasing pressure to place realistic values 
on foreign companies in a variety of 
contexts. Company executives, bankers and 
other professionals will study valuation 
techniques in practice, as well as the passible 
problems encountered in real life scenarios. 
Contact: Acquisitions Monthly - Tel: 0171 
823 8740 fox: 0171 581 4331. 

LONDON 

JANUARY 30 

Money Laundering - The Law, 
Respond bfiftlM and Procedures 
The Criminal Justice Act bas placed new 
duties and responsibilities on individuals, 
hanks and other financial Institutions. This 
one-day course will address Definition , 
Identification. Regulation. Responsibilities 
and ihe Rale of Supervisory Bodies with 
Practical Examples. £225. 1 day. 

Contact: Fairplace Banking A Financial 
Training Tel: 0171 J29 0595 

LONDON 

JANUARY 31 - FEBRUARY 1 
Correspondent Banking 
An introduction to the role of the 
correspondent banker. Exploring marketing 
opportunities, relationships, products and 
risk assessment. Relationship Development, 
Bank Evaluation and Failures. Regulation 
and Supervision; Risk Analysis and Control: 
Credit Ratings, Marking. Reviewing Limits; 
Income Generation - Trade Finance, Funds 
Transfer. Treasury. £395 2 Days 
Contact: Fairplace Banking A Financial 
Training 0171 3290595 

LONDON 

JANUARY 31 -FEBRUARY 1 
Practical Dealing course - 
Foreign Exchange 
Training >n Spot and forward forex dealing 
for traince/junior dealers and Corporate 
treasury personnel. Highly participative 
course including WINDEAL (PC Windows- 
based dealing simulation). Training effected 
by practitioners with many years market 
experience. £520 + VAT. 

Lywood David Internationa] LkL TeL* 01959 
565*20 fox: 01959 565821. 

LONDON 

FEBRUARY 2 
Impact of Derivatives on 
Securities Markets 

A high-level conference ro examine the 
impact of Ihe growth of derivatives on 
securities markers. Speakers will include 
senior representatives from LIFFE, 
SOFFEX. London Stock Exchange, J P 
Morgan Securities Lid, Union Bank of 
Switzerland. Deutsche Borse AG and 
Bonque de France. 

Contact AiicOc Savona, Dow Jones TclerUe 
Td: 0171 8329737 Fax: 0171 353 279t 

LONDON 

FEBRUARY 6 

Regulation 1995 - Practical 

Compliance for IMRO, PIA/LAUTRO 

SIB Update: enforcement and discipline: 
pension transfers. Parallel sessions for IMRO 
or PIA/LAUTRO members - current issues, 
training and competence, handling the 
Regulator. Law Society CPD S hours. PIA 
CPD 55 hours. 

Contact: Philippa Han trail IBC 
TebtUTl 0374383 Rax: 0171 631 3214 

LONDON 

FEBRUARY 7 - DECEMBER 1 
Financial Awareness tar 
Managers 

Over Id l -day tutorials this coarse covers 
interpretation of financial statements, 
investment appraisal, working capital, 
management accounting and business 
analysis. Delegates receive a copy of the 

Certified Diploma Open Learning 
Programme - ■ comprehensive 23)00 page 
guide to finance and accounting Tor the ooa- 
aiXDuataul, 

Cdoucc Karen Morris, ACCA Tel: 071 396 
5722 (24 l»ur&)Fas 071 396 5790 

LONDON 

FEBRUARY 7 

C8J Economic Presentation 
Economist Sudhir Junankar, ediror of ihe 
CBl’a Economic Situation Report, considers 
the prrspccu Cor growth and die outlook Tor 
inflation in 1995. An Open Forum will 
provide an opportunity to analyse and debate 
(he economic scene. 

Contact Georgina Kingaby CBI Conference 
Tel: 01 71 379 7400 Fax: 01 7(497 3646 

LONDON 


FEBRUARY 7 

Practical Capital Tax Planning 
for the Advisers of High Net 
Worth Individuals 

Key talks include: Inheritance lax planning: 
Vsrinlkms: Capital Gains Tax Relicts, Tax 
Planning for Ihe Non UK Domicilary; 
RcBomncc Planning: CVpfinI Cains Tax - Pre 
Sale of FkrtaxioQ Mitigation Techniques; Pre 
March 1991 Treats: and Revenue Clearance 
Applications. 

Oopdcc Vicki Goffin. IBC Legal Studies and 
Services Limited TeL 0171 637 4383 Fax: 
0171631 3214 

LONDON 

FEBRUARY 8 
FT-lnterconnection 

The Evolving UX Programme and iu 
International ContexL This conference, 
organised by OFTEL and FT Conferences, 
focuses on the critical nuts and bolts of the 
competitive regime as it goes into its second 
decade and bow OFTEL proposes to ensue 
interconnection arrangements in the UK 
fully meet the needs of a multi-operator 
market 

Enquiries: Financial Tiroes 

TeL 081-673 9000 Fax:081-6731335 

LONDON 


FEBRUARY 8 

Hie Growing Business: Lessons 
far Entrepreneurs 

This one-day conference will examine the 
entrepreneurial approach to company 
development and the effectiveness of 
entrepreneurial behaviour in today’s 
business environment. Each session will be 
addressed by an eutrepreoenr and an adviser 
in ram. providing a coo tract between the 
theory and reality of running a small, fast 
growing company. 

Institute of Directors 0171 7300022 

LONDON 

FEBRUARY 14-15 

SeAfag Skis far TteasuyS&f couse 

The Selling Skills for Treasury Staff is 
designed to introduce the subject of selling 
techniques to corporate dealers and 
customer services people. The course looks 
at the need to empathise and then identify 
the most appropriate products. The Unking 
of products to the customers situation. 
I -endin g u> greater confidence wheo r fraK ng 
with Ihe customer. £520 + V.A.T. 

Lywood David International Ltd. 

Tel: 0959 686820 Fax: 0959 565821 

LONDON 

FEBRUARY 15 

Stili Protecting the Media 

One day conference. In association with 
Richards Bader. A practical guide to breach 
of coofidence. contempt, copyright and 
libcL Fundamental changes in running libel 
actions; insurance cover and regulation; 
civil liberties, EU directives and the media; 
ibe role of the Comm coots in the future. 
CPD 5 hours. 

Contact: Pbffrppa KartnaQ IBC 

Td: 0171 6374383 Fax: 0171 631 3214 

LONDON 

FEBRUARY 15-17 
Credit-Training Workshops 
Thomson Bank Wnrch, Inc leader hr global 
bank risk analysis, is running a series of 
credit Iraining workshops. Topics being 
covered arc: Emerging Markets Sovereign 
Risk Analysis, Latin American Banks, 
Inawtocoou to Banking Systems and Banks 
Emerging Markets of Asia. For full derails 
please contact Terry Bnumc 0171-353 5548 
orFas 0171-815 0408 

LONDON 

FEBRUARY 16 
Major Overseas Projects 
A one-day seminar an the AipTransit 
tunnels, the Oresand bridge and ranneL 
Dublin's Light Rail project und the 
Copenhagen Mini-Metro. Project Directors 
are flying In to present the opport u nities for 
UK companies. 

Contact Hand Rcddm 

TeL 091 235 7297 Fax: 091 235 7288 

NEWCASTLE 

FEBRUARY 20 

FT London Motor Conference 
Block Exemption: Europe's New Order far 
Cor Retailing 

The conference will focus on block 
exemption, consider the changing 
relatiocship between vehicle manufacturer 
and distributor and address the question of 
competitiveness in the coraponcna sector. 
Enquiries Ftmncial Times 

TeL 081-673 WOO Fax; OS 1-673 1335 

LONDON 


FEBRUARY 20 -21 

Business Process Re-engineering 

(BPH) 

Leading seminar series on Business Process 
Re-engineering. Enhanced 1995 programme 
includes new sections on self-managed 
teams and radical BPR. Coaching style of 
presentation. Based an 150 anxessfal BPR 
projects. 60 organisations in the private A 
public sectors attended in 1994. Repeated 
March 20-21. 

Contact: Richard Parris. Vertical Systems 
Intercede Lid. Tel: 01455-250266 Fax: 444 
1455-890821 

LONDON 

FEBRUARY 21 

EC Competition Law Workshop 

Failure to take EC law into account could 
cost many millions of pounds in fines, 
together with the possibility of substantial 
claims in rinfnwg^ by child parti re suffering 
loss. This workshop provides a 
comprehensive and practical Introduction to 
the subject 

Contact: International Profeasional 
Conferences Lid 
TeL- 0161 4458623 

LONDON 

FEBRUARY 22 “ 

Incorporation of Professional 
Practices - The Sensible Way 
Forward? 

In association with Clark Wbitebiil. Post 
1997 taxation j ir n twrinj* a tep f and 

reducing liabilities; professional indemnity 
issues; managing change: remuneration 
packages; marker valuation. Fmeatial forum 
for senior partners, managin g partners, rax 
partners, finance partners and advisers. CPD 
5 hours. 

Contact: Adiina Bradley IBC 

TeL 0171 6374383 Fax: 0171 631 3214 

LONDON 

FEBRUARY 22-23 

Pay Appraisal and Career 

Development 

A practical guide to (tie latest techniques for 
adueving excellent emplo yee performance in 
the delayered organisation. This important 
twtHby conference explores bow lo radically 
improve your business performance by 
linking individual targets lo corporate 
objectives through effective reward, appraisal 


Conner Business Intelligence 

TeL 0181 543 6565 Fax; 0181 544 9020 

LONDON 

FEBRUARY 24 

After Paramount -The Impact of 
the House of Lords’ Decision 
This conference will cover the following 
issues: Employees after Paramount; 
Consequences for Insolvency Profestooib; 
The Practical Effects; Receivership and 
Administration Expenses; Liabilities for 
interfering with Contracts and Personal 
Liability. 

Contact: Sarah Avian, IBC Legal Sadies 

and Services Limited 

TeL 0171 637 4383 fox; 0171 631 3214 

LONDON 

FEBRUARY 27 
Risk Management In Eastern 
Europe and the FSU 
MARCH 6 

Organised Crime In Russia 
With the nse of case- studies, these two one- 
day workshops, will provide a practical 
assessment of the sort of problems facing 
com pani es c y c iatii^ m ftc fanner Eagan Mon 
Contact: Tbc Royal Iratilrras of International 
Affairs. TeL 071-957 5700 x 298, Fax 071- 
321 2045. 

LONDON 

FEBRUARY 27 & 28 

FT Cable, SaMfite and Nsw Media 

The forum will look at (be convergence of 
telecommunications, computers and 
ealcrtohrmcm. It will also examine die new 
affiances and mergers that corporations are 
setting op, tbc parental of new ledmotogto 
and the increasing choice of programmes. 
Enquiries: Financial Times 
TeL 081-673 9000 fox: 081-673 1335 

LONDON 

FEBRUARY 28- MARCH 1 
CD and Beyond 

As the worlds of computing and telephony 
move ever closer, Computer Telephone 
Integration Is becoming relevant 10 almost 
every organisation. This seminar includes 
csx studies of asm or CTI radnukigy, and 
overview of the technology and furore of 
CTI, and examinations of CTI 
implementation and products. 

Contact Unicom Seminars, 0895 2S6 484, 
fax 0895 813 095 

LONDON 


FEBRUARY 28- MARCH 1 
Trawling tha Internet: The 
Commercial Impact and 
Opportunities 

A timely overview ooiiining lire benefits of 
Internet services to the professional and 
C QfriTTypfPtal organisation. Uses vendors 
of Iteroet products and services, pobtidaos. 
comparer multinationals explain their 
soategy and vision of Ibe fumre. 

Contact Unicom Seminars. 0895 256 484. 
fax: 0695 813 095 

LONDON 

MARCH 2 

Managing New Product 
Develop m ent far Business 
Turnaround 

One dny conference exploring how 
management is fundamental to Ihe 
manufacturing process. Organised by the 
Design Museum and sp o nsored by the DTL 
Contact: Conference Secretariat: Northern 
Conference Bureau 

Tek 01625 502600 Fax: 01625 502900 

Confere nce C entre 
MANCHESTER 

MARCH 2 & 3 

Shopping in Cyberspace & 
Publishing for profit on the 
Internet 

Tbex two dny workshops show bow the 
convergence multimedia technology is 
changing the worlds of publishing and 
commerce. Key players explain how home 
shopping networks arc mOnencmg di ffere nt 
re tailers and consumers; and how ihe 
cybenedta (the Interna) is rcvafaitionuug 
the r^Nifhing industry. 

Conua Unicom Seminars 0895 2S6 484, 
fax 0895 813095 

LONDON 

MARCH 6 & 7 
FT Worid Steel Industry 

The aim is to faring tngwhw from 

around the world to share their views on the 
key questions facing the steel industry such 
mm lo botre structure* alliances md mergers, 
privatisation aod new technology. 

Enquiries: Financial Times 

Tel: 081 6739000 Fix: 081 673 1335 

LONDON 

MARCH 7 

El em ents of Regulation 
One thy introduction to regulatory issues. 
Demands no prior experience. Considers 
techniques of utilities regulation and other 
sectors. Topics covered: price controls; 
franchising-, enforcement; cost of capital; 
regulating quality of service. 

Contact the LSE continuing and 
Professional Education Unit. 

071 955 7227 

LONDON 

MARCH 8^9 
Business Performance 
Measurement: 

Transforming corporate performance by 
measuring and managing the driven of 
future profitability. Thlstwo-dsy conference 
explores relevance and practicality of 
developing new 'corporate dashboard*”, 
which include uou-Gnsnci&J indlcaEOn. w f fc 
b s customer sarisfacitoa, quality aod 

^rnriiuuiirng 

Cotrfaft? Huqwty intelligence 

Tel: 0181-543 6565 Fax: 0181-5449020 

LONDON 

MARCH 9- 10 
Financing Cross-Border 
Acquisitions 

Faced with unsettled financial markets. 
Onctnatiug currencies and interest rates, 
acquirors need to be creative and well 
informed when devising a financial 
structure Tor an acquisition. This workshop 
will guide yon through the intricacies of this 
process and provide practical tips for 


MARCH 14 

Buying and SeBing Unquoted 
Companies 

Attend this event and learn how to develop 
and acquisition strategy; structure an offer; 
jfiiri-iif the process of presenting a company 
for sale: understand tbc due diligence 
process; understand the taxation and legal 
issues; and how to structure alternative 
methods of transfer of ownctship. 

Sarah Avian, IBC Legal Studies 
and Services Limited 
TO: 0171 6374383 Fax;OI7t 631 3214 

LONDON 

MARCH 15 

Val ua tions Workshop - 

This interactive workshop will cover all 

aspects of company valuation techniques 

including an understanding of the 

relationship between discounted cashflow. 

P/E ratios sod assets. An afternoon case 

study Is designed to give delegate* practical 

hands on experience of analysing and 

proendix^a vafu&tioiL 

Contact: Sarah Avian. IBC legal Studies 

and Services Limited 

TeL 0171 6374383 fox: 0171 631 3214 

LONDON 

MARCH 16 

How to Conduct Plan ning Appeals 

The Pfenning and Compensation Act 1991 
and new policies emerging from central 
government have era Led scope for conflict 
between developcra and pfenning a u thoriti es 
which could lead to more appeals and 
inquiries. This conference is designed for 
those involved in the planning process. 
Contact International Professional 
Conferences Ltd. on 061 445 8623- 

LONDON 


MARCH 29 & 30 

EssertMTax Planning tor Groty of 
Companies -6th Annual 

An essential briefing on the most important 
domestic and international corporate tax 
planning Issues Including: ibe new FIDs 
regime; efficient VAT planning; group 
financing techniques; taxation of interest; 
recent UK tax treaties; and tax pfenning tip* 
offer the Finance Act 1994 and the Finance 
Bill 1995. 

Contact: Kate Roberts, IBC Legal Studies 

and Services Limited 

TeL 0171 637 4383 fox; 0171 631 3214 

LONDON 


MARCH 30 

Banks, T7is City and Pomes 

The banks and: the economy, industry: the . Three successive events: loll Bank Card; 


FEBRUARY 20-25 
Banking into ths 21st Csntury 
This high profile conference wtQ discuss the 
direction tnttroatiotud Bankets will like as 
we move (awards the Milteniom. Topics . 
iaclude: Credit curds nnd local credit . 
Systems, Western accounting standards, 
factoring, leasing, currency dealing and 
Banking Security tones. 

OBOtet Mkfaad Medan Rmti Cfep. (UK) Ud 
TeL 0181 332 6644 Far 0(81 332 6124 

SWITZERLAND 

FEBRUARY 27 - MARCH 2 
Laffsrty’s Cards & Payments 
Convention 

“An Industry Rcvohrtfoo in tbo Making" 


For farther derails contact Acquisitions 
Monthly Tel: (0171) 823 8740 

LONDON 

MARCH 13 

Annual Company Report - 

Repeat of Sell Oni Event. One day 
conference. FRS; FRED 5: Off Balance 
Sheet Finance; SSAP 24 - Accmmtmg Em 
P ension Costs; Fair Valnes; Mergers 
Acquisitions nnd Goodwill; Related Party 
Transactions; Big GAAP/Little GAAP; 
Urgent Issues Task Force and Review 
Panel; Cadbury and ASB’s Operating and 
Financial Review. CPE 16 points. 

Camcc Philippa Hartal) IBC 

Tet 0171 637 4363 fox: 0171 631 3214 

LONDON 


MARCH 19-31 

Retail and Wholesale Banking 
2 week residential seminar for brmkras from 
the emerging markets. Week l- retail 
banking, payments systems, credit 
assessment A trade finance. Week 2- 
wbolcsale treasury, FX and MM and 
derivative markets. Highly participative 
training seminar, fed. educational visits to 
financial institutions in both weeks. £3,750 
* VAT. fully inclusive tuition & 
accom modal Ion. (15% docotmt 2V). 

Lywood David fetenwriotml Ltd. Book by 
fox: +441959565821. 

CROYDON & LONDON 
MARCH 22 

Presentations tor Profes si onals 
by Professionals 

Sharpen your presenting skills in a West 
Bad theatre. Businessmen, designers, adore 
and stud-op comedians wiD show you bow 
to galvanise audience attention; ensure 
impact and memorability; create selling 
slides; use humour— Leant bow to produce 
unforgettable presentations. 

Contact: Executive Presentations 

TeL 0171 251 5053 Fax: 0171 490 0566 

LONDON 

MARCH 22-23 

Corporate Purchastog Cards 
in as s odsTi oo with The Chartered Institute 
of Purchasing and Supply. First major UK 
conference rxairrtntng how purchasing cants 
can drastically reduce low value purchase 
costs. Case studies from, amongst others: 
Rank Xerox, BP Chemicals, Northern 
Telecom, Intel. Amoco Corporation USA. 
Coomce AIC Conferences 071 8275965 

LONDON 

MARCH 23 & 24 
The Russian Oil Industry 
Speakers from FSU will include Mr 
Drarechonsky, Deputy Minister of Ftoei and 
Energy; Mr Shamraev, Deputy Minister of 
Economy; Mr Zadornov, Head of the 
Budget Committee, Slate Duma; Mr 
Pntifev, President. Rosneft; and the Vice 
Presidents of LUKoil. SurgumcRcgae and 
YUKOS, Mr Shmidt. Mr Nikiforov and 
Mr Artemiev. 

Contact: The Royal liroltinn of Imarnstioto] 
Affairs. Tel: 071-957 SUM x 298, fox 071- 
321 3)45. 

LONDON 

MARCH 27-28 
Windows m In Finance 
Now In its third year, this Microsoft 
endoreed event will update yon on the very 
latest developments in Windows based 
solutions for the financial industry. The 
event includes a comprehensive fr ee-mnry 
exhibition, plus an executive level 
fiffllfcfl ff MCffi 

Call Charlene Stone on 0171-242-1548 for 
more details. 

LONDON 


press; the gnvemman. The Chattered Institute 
of Bankers* first annual conference is 
sponsored by AT&T and will be chaired by 
Sue McGregor. Speakers include Eddie 
Geotge. Tom Farmer and Qnumpher FUdes. 
Contact: Gillian Wright. C1B 
Tel: 0227 762600 Fax: 0227 763788 

LONDON 

APRIL 27 

The Offshore Ofl and Gas 
Supply and Construction Market 
Seminar A: Cases, Contracts, Clauses and 
Trends EC and EEA Procurement Regimes; 
CRINE in Context; Contract 
Administration; How to Prevent Actions in 
the Texas Courts; Coping with Problematic 
Contract Clauses: Cmurarting into the 21ot 
Century. CPD 5.75 hours. 

Contact: Albina Bradley IBC Tel: «44 (0) 
1716374383 fox: +44(0) 171631 3214 
LONDON 

APRIL 28 

The Offshore Ofi and Gas 
Supply and Construction Market 

Seminar B: Insurance and Liabilities. 
Principle of indemnification; Law of 
Insurance; Successfully Managing Risk; 
Insurance cover and content; the Norwegian 
approach to risk allocation; Groan 
Workshop. CPD 4.75 boms. 

Contact Athina Bradley IBC Tel: +44 (0) 
171 637 4383 Ffec +44 (0) 171 631 3214 

LONDON 


EXHIBITIONS 


MARCH 1-3 

Aslan Companies EXPO 

This entir ely new concept for the flnanefe l 
markets brings together in one location an 
extensive and tfivare array of leading Asian 
Companies, and provides institutional 
investors with a unique opportunity to 
evalnato potential growth and return Drat 
band across all sectors on a one-on-one 
basis. 

Contact: Enrontoney EXPO’S Limited. 
Tefc+44 (0) 1895 624794, Fax: +44(0) 1895 
624447. 

EARLS COURT. LONDON 


INTERNATIONAL 


JANUARY 25-26 

Beyond Reengineering far Global 

CompeOtoness and Growth 

This conference nil] explore how 
organisations can increase global 
competitiveness and growth by hnjanvmg or 
innovating business processes to be more 
customer-focused; maximising workforce 
potential and Incorporating change 
management principles. Keynote speaker 
European Commissioner Martin Bniym.™. 
Jointly presented by The Conference Board 
Europe, Emrt A Youqg and Rank Xerox. 
Contact: Kathleen Smart-King at The 
Cooforonre Boned Europe In Brussels. 

Tel: 322/675.54.05 Fax; 322/675.03.95 

BRUSSELS 

JANUARY 30-31 
Windows in Finance - Spain 
Conference aod exiubbioo covering tbc fetes 
rr develepmesto and innovation b Spanish 
retail banking. Keynote presentations from 
CECA (Spanish Confederation of Savima 
Banks) and Tdefeulca. Windows user croc 
studies from Baocaja, El Monte; Barclays 
Bank Espana. Cajn General da Ahomn de 
Granada and National Wesanmsier Bant 
Cootacn Sandra Moreno 

AKT Conferences Limited 

tbt +<44U71827 5998 Fare +^4)171342 2320 

MAD RID 

FEBRUARY 2 
International Anti-Money 
Laundering Foram, 

Solf Dntaico and Duo UffigwiM, 
FEBRUARY 3 

ItaGMta ItmM tofemmafioita Buslnen 

Comprehensive overview of International 
legislation complimented by practical 
ndvioc from leading International experts. 
Contact international Professional 
Cocfejfixzs Lid. on 061 445 86 23. 

GENKVA 


Smart Card and Electronic Payments 
Conferences. Programme to include: 
technology, matketing, third-party 
p roces s ing. POS updates and cross-border 
payments. Senior level speakers from 
leading financial i (mirations worldwide. 
DON’T DELAY! FOR FURTHER 
INFORMATION, PLEASE CONTACT. 
Ehio: FiBsnmxts, LaffcityCfenfetenons 
Tet (+353-11671 8022 Fax: (+053-1)6713894 
FRANKFURT 

MARCH 20-22 
Credit Training Workshops 
Thomron BankWatdi, Inc. leader la global 
bank risk analysis, is running a serins of. 
credit training workshops la Frankfurt. 
Topics bring covered ore: ftudameateb uf 
Sovereign Risk Analysis, Technique* of 
Bank Credit Analysis, and a Sumy of 
OECD Banka and Systems. For feU debits . 
pfeare contact Tetry Bnune 0171-353 5548 
or fox: 0171-815 0408 

FRANKFURT 

MARCH 23 ; 

Eurobudget 95 Conference 

Business opportunities for funding re work 
in 80.9 billion Ecu 1995 EU Budget 
expenditure, for national, regional, local 
authoritles/privatc sector consul la nts. 
suppliers, con tract ore. Includes 200 page 
EU Bodgcj Guide. 

Soc&td Gcnirale dc Dcveloppemeot SA. 
TeL +3225124636 Fax: +3225124653 

BRUSSELS 

MARCH 27-29 
Sub-Saharan OD & Minerata 
The foremost conference on African oO and 
mining. Speaken include President Mandela 
snd Cabinet Ministers from over 30 African 
conntriea. Co- hosted by dx SA Chamber of , 
Mines; Gabonese Ministry of Minns A 
Energy; Nigerian National Petroleum ~ 
Corporation: Sonongoi; SA Minisi !7 of 
Mineral ft Energy Affaira and Europe 
Energy Envir on ment. 

Contact: 3 Hayne St London EC1A 9HB 
TeL 44-71-600-6660 Pam 44-73-4044 

JOHANNESBURG 

MARCH 29 & 30 7^ 

Central & Eastern European 
Power Industry Fonm 

The latest and future fc w kfh In B» 
electricity generating indnuty in Cental 
and Eastern Europe. A forum on ownership 
issues, creative project ■ financings 
competition and cooperation opportunities. 
High levcL 

Owott PennWeU C&E 

Tefc 31-30-650963 Roc 31-30-650915 

— WARSAW . POLAND 

MAY 16*18 

POWER-GEN Europe 96 

Investment and financing in the Puwvr 
"ftatiy. Trends and Policies. CbmbMtion 
and Operating Power Plants 150 ulncfed 
conference presentations. Over 230 . 
exhibiting companies. Delegates and . 

viMtora from over 51 countries, especially 
from Central. Eastern and Western Europe! 

Contact: fonuWdl 

Tel: 31-30450.963 fox: 31-30-650.915 • 

AMSTERDAM 

OCTOBER 10-12 
World AlcVEuro Aid 95 
Conference & Networking 
Exhibition 

Business opportunities in worldwide aid 
programmes for EU conaalnuK, 
contractors, suppliers, govern meats, 
tinancint institutions etc. Networking - 
Meeting place. Includes WORLD AID 
GUIDE. 

S«Si»6C6ofialedc 

B^PPOwSA.BrosacJB 

Tel: +32J 512 4636 Fax: +322512 4653 

BRUSSELS 


TO ADVERTISE IN THIS SECTION PLEASE CALL NADINE HOWARTH ON 071-873 3503 
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NOW FINANCIAL IZVESTIA TALKS BUSINESS 
300,000 INFLUENTIAL RUSSIANS TWICE WEEKLY. 

Financial Izvestia is a twice weekly, Russian language business newspaper 
produced by the Financial Times in partnership with Izvestia, Russia’s leading 
independent daily. 

Printed on the FT’s distinctive pink paper, it accompanies Izvestia every 
Tuesday and Thursday. 

Drawing on the huge editorial network of both newspapers, it brings up to the 
minute, accurate, national and international news to 300,000 decision makers in Russia. 

News from around the world that impacts upon the Russian market, making Financial 
Izvestia an essential and unique business tool for those shaping the new Russia. 

To find out more about advertising to these influential people, call Ruth 
Swanston at the Financial Times in London on 44 71 873 4263 (fax 44 71 873 3428), 

Stephen Dunbar- Johnson in New York on I 212 752 4500, Dominic Good in Paris on 
33 1 42 97 06 21, Sarah Pakenham- Walsh in Hong Kong on 852 868 2863. 
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Mataysta (MS) 

New Zeeland (NZS) 

PtMppkm peso) 

Saudi Arabia (SB) 

Singapore (SS) 

S Africa (Oom.) (Ft) 

S Africa (Fin.) (R) 

South Korea (Won) 

Taiwan (IS) 

Thaland (Bt) 

1SOR rale tor Jan 3. Staton* spreads ki ttw Dolor Spot tab* show only dw lest d* 
tut n tripled by arrant Warsat ram. UK. Mand & ECU are quoted ta US Currency, jp. 


1.4019 

03 

1.4032 

-03 

13114 

-0.7 

813 

5321 

-02 

53228 

-02 

S6302 

-02 

_ 

- 

- 

- 

- 

- 

- 

973 

13058 

-0.7 

13077 

-0.8 

13204 

-12 

91.0 

7.7565 

0.3 

7.7553 

02 

7.763 

-ai 

- 

31.4375 

-2.7 

313826 

-2.7 

• 

> 

_ 

100.985 

67 

100286 

4.0 

9643 

43 

147.3 

23485 

1.4 

2.544 

12 

2372 

-0.8 


13705 

-0.7 

1373 

-0.9 

1382 

-03 

- 

3.755 

-1.1 

3.7819 

-1.1 

3.7764 

-0.7 

_ 

1.4623 

13 

1.4488 

13 

13323 

1.5 

_ 

33728 

-52 

3.6049 

-53 

3.7686 

-60 

_ 

4.083 

-83 

4.1375 

-7.T 

4275 

-7.6 

_ 

79435 

-43 

79605 

-33 

81835 

-32 

_ 

2633 

-0.9 

2637 

-0.9 

- 

- 

_ 

261595 

-1.4 

262505 

-13 

26655 

-2.1 
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■ * LIBOR FT London 
interbank Ruing 
week ago 
US Do&sr CDs 
week ego 
SOR United Ds 
week ago 

ECU Unfcad bm add rahec 1 iMir 5ft. 3 nte sj. t man. fi;: 1 yew 74 S UBOH Ititwtrai* lung 
rasa* ara oflead ram tar SIQm q uanta to the market Oy tour rater ante banka at lien oacn working 
say. The tarda ew Santera Trust, Bank o I Tokyo, Bardoya and Nowrel Utaanrete. 

Md ratal ara shown ter Dm domest ic Morey Ran, US S CDs rata SOR Utaea Depaus (08 



EURO CURRENCY INTEREST RATES 

Jen 8 Short 7 days One Three 


Six 

months 


One 

year 


ptacoa. Fbnod tore ere not ctasedy quoted to die natter 
Vi nomtnW More Jan 6. Bm manga 1000-100 


Pta 


SKr 


C$ 


Ecu 




' r - 

Belgium . - 

••• (BFr) 

100 

1609 

1677 

4357 

2028 

6062 

6446 

2130 

6000 

4173 

2647 

4.078 

6006 

4373 

6120 

3161 


Deranark 

PO) 

6238 

10 

6782 

2344 

1302 

2882 

Ot ViO 

11.11 

2613 

2166 

1239 

2.136 

1352 

2381 

1334 

1653 

Jl 

France . 

(FFri 

5034 

1138 

10 

2397 

1210 

3031 

3348 

1235 

2962 

2483 

14.00 

2332 

1.198 

2308 

1361 

1865 


Germany. 

(DM) 

2039 

3331 

3352 

1 

0.410 

1048 

1.121 

4365 

102.9 

8530 

4.833 

0840 

0413 

0300 

0.642 

65.07 

* ‘ "j i 

bwtod 

n 

4831 

8314 

6267 

2385 

1 

2508 

2.685 

1046 

2465 

2067 

1137 

6011 

0390 

2.156 

1339 

1568 

. '• t ;• i 

".a.- rt; 

Italy 


1368 

0376 

0330 

0096 

0340 

100. 

0.107 

0417 

9338 

8310 

0482 

n ran 

0040 

0386 

0061 

6219 


naumuuius 

<H> 

1838 

8306 

3379 

0382 

0372 

9333 

1 

3394 

9131 

7662 

4310 

0748 

0368 

0303 

0573 

5604 

- ■ v •* 

4, • * .' ■ , 

Norway 

(NKr) 

47.16 

6004 

7307 

2291 

0956 

2397 

2388 

10 

2353 

1963 

11.07 

1323 

0847 

2363 

1.472 

148.1 

H i 

PortugM 

(Ea) 

20.00 

3318 

3363 

0971 

0406 

1016 

1389 

4341 

100. 

83.46 

4366 

0316 

0402 

0.075 

0624 

6321 

•:» 

Spain 

(Pin) 

23.97 

4376 

4318 

1.164 

0.486 

1218 

1303 

5382 

1193 

100. 

6826 

0977 

0481 

1.048 

0.748 

7675 

4 * .• •! ,* 4 *: 

Sweden 

(SKr) 

4230 

6133 

7.148 

2389 

0364 

2165 

2320 

9333 

2133 

1773 

10 

1.737 

nrvu; 

1363 

1329 

134.8 


Swttzertmd 

(SFr) 

2432 

4.081 

4.111 

1.191 

0487 . 

1246 

1335 

5.198 

1223 

1023 

6756 

1 

0482 

1.072 

0.765 

7730 

- • -V'z- 

UK 

(Q 

4680 

9308 

8350 

2.419 

1.010 

2531 

2.712 

1036 

2493 

2072 

11.68 

2331 

1 

Z178 

1354 

157.4 

‘ m " • : ■ •; 

Cenada 

(CS) 

2237 

4365 

3334 

1.111 

0464 

1182 

1345 

4348 

1143 

8531 

5367 

0933 

0459 

1 

0713 

7237 

■ 1 T * 

us 

K 

32.05 

6118 

6373 

1357 

0650 

1629 

1.745 

6795 

1602 

1367 

7323 

1307 

0644 

1.402 

1 

1013 
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Japan 

ro 

3134 

6041 

5305 

1337 

0642 

1608 

1.723 

6709 

1562 

1323 

7.427 
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QTOg 

1.384 

0387 

100. 

1 Ura - 
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7389 

8359 
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0783 

1988 
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«w? 

1953 

1862 
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0786 
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1321 

1268 


2556 

1939 

1925 

0.526 

1960 

0850 

0489 

1905 

asu 
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1889 
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0984 
0919 
n ana 
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QMMI DM 125800 per DM 


Mint. 

! ‘ ^ ria 


• Open 

Sett price 

Change 


Low 

EcLvd 

Open EnL 

V* M- 


Mar 

‘ 06458 

03407 

-00053 

03471 

03402 

24347 

71,481 


Jin 

03480 

06434 

-00055 

03484 

06430 

59 

1368 


‘ - 4 *‘’ 1 

Sep 

; 

03463 

-00055 

- 

03500 

8 

146 


ft Ftett Asrv.'Ai rxrrsi-,-. 


Jn« 

— Ctae — 

-fm ckae 

Emit 

13505 

15630 

1 rah 

13503 

15628 

3 n® 

13501 

15626 

1* 

15483 

1561 5 


FT GUIDE to WORLD CURRSICtES 

The FT Guide to World Currencies 
table can bo fewd on the Entering 
Marian page h today’s edMl 


■ SUMS FRANC FUTUHSS (MM) SFr 125800 par SFr 


Mar 

07708 

0.7661 

-00048 

0.7720 ' 

07648 

17369 

38.499 

Jun 

07758 

0.771+ 

-00048 

07765 

07702 

106 

714 

Sef> _ 

- 

0.7775 

-00046 


07765 

. 8 

. 60 


■ JAPA WM If— RtlMHM flMM) Yen 129 per Yen 100 
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Sett price 

Change 

WBh 

Low 

EsLvol 

Open Int- 

Mar 

- 03879 

08932 

-00048 

.09982 

03828 

18385 

el .298 

Jin 

. T30BT 

. 1J30SS 

, -00040 

LOTOS 

1.00S2 

397 

6323. 

Sep 

- ■: ■ 

1.0182 

-00046 

1.0192 

13185 

10 

340 


LONDON MONEY RATES 

Jwi 6 


Over- 

night 


7 days 
notice 


One 

month 


Three 


Six 

months 


One 

year 


(iMM) E82900 per g 


Mar 19610 19488 -08136 19650 19*74 5801 53.664 

Jwi ... 19570 1.5482 -08136 19640 19482 3 541 

Sep 19478 -08136 19630 19480 5 4 
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httsibank Star**) 5^-3% 5JJ - 5^» 6,1 - Sk 6^ - Bi T,V - B« 7JS - 7« 

Stertry CDs - • 5* - 5H 63 - 6^ 7 - 6^ 7S - 7\ 

Traaauy B8s - - 5} J - 5^ 6^ - B,‘ ( 

Bar* BOa • - 5^-5% E,V6A 

LocM authority daps. 5)3-512 SU - 5H 6,*, - 53 6ft - 6,’, 7/. - Bil 7K - 7ft 

Dtscomt Marital dapa 5^ - 4^ 5?t - 5^2 

UK cteering bank bare lanGng rate 61+ per cent from December 7, 1994 

Up to 1 1-3 3-6 6-9 9-12 

month month months months months 
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State 

Price 

■ Jan 

- CALLS - 
Feb 

Mar 
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— PUTS — 
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Mor 

1300 

4.7B 

- 433 

530 

- 

014 

054 

1+525 

637 

237 

647 . 

- 

036 

1.16 

1350 

045 

137 

239 

066 

130 


1375 


052. 

1.13 

238 

3.08 

668 

1300 


' 013 

034 . 

600 

618 

657 

1325 

- 


022 

730 

733 

7.67 


Cons of Tax dap. (C1008DQ) 14 4 34 

Carta of Tm dea inder 2100,000 b 1 * 2 J» Detjoaht vfdvkawn Itr cadi %pc. 

Aw. tender nae or dicait i^i62ca BCGD trad rate Sdg. Export Finance. UM iw dey Dec 30. 
1BM. Apeed !*• «0r period Jen 25. 1905 la Feb 2E. 1093, Schemas Pan 7.71pc. Reference rats lor 
pwtod Itac 1. tae* to Dec 30. 100*. Schemes |tf & V (LMEpc. Fkanca Ham Bar Ran trom 

Jan 1,1005 

BANK OF ENGLAND TREASURY BILL TENDER 


Pmtaie «v^ voU CMb 7410 Pire 144B9 . Pr«y. de/b open tat, Cele 2t%t7ra Fu» 3*1. 110 


BANK RETURN 

BANKING OS-ARTMENT 



jms 

Dec 30 


Jan 6 

Dac 30 

Ha tat effw 

£350m 

O50m 

Top accepted rata 

53363% 

53162% 

Tout w apetottaa 

EiSiOm 

£1501 in 

Are. ram of Acowt 

53033% 

53162% 

Ute Mooted 

£35Crn 

E350ra 

Average yteJd 

53915 

80047% 

Hn. accepted tU 

£96520 

£8652 

Offer d next tender 

£350ni 

£350m 

MotBttnt el nth. tewd 

50% 

100% 

Ma accept ted 182 days 




January 4.1996 


Increase or 
decrease for weak 


Capital - 

n, ,1 1H1 , 

rUDOC CISfTOSiuS 

Bankers dapoefte. 

Hssa nra and other ecceurde 


•E 

14953800 

754.121948 

1827406838 

4901817978 


-273.067977 

-79.697457 

+909928.760 


trust j 

[ 

m ; 


• 1 " ^ * 

•i ■" 

. ,l s 

an\^' v - l ' 


&ctow cr ^ 
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Government sacurUM 
Advance and other accounts 
Remiss, equipment and other 1 
Nonas 
Coin 


6.7979B7965 

1867829.789 

599*938450 

441925980 

5J72994 

193.172 


+557863416 

+10,190800 

+1832.760941 

-479406926 

-8456997 

-24902 


ISSUE DewmiENT . 

6797,097388 

+557366416 

UabOMaa 

Notes In drcuWton 

Notes ki Snnkhg Departmanl 

18A7438730B 

5.712394 

-673344303 

-0,455397 

AiWb 

Other Gownment aeouftlee. 

Other Secwtttoa 

18,480,000300 

10442300761 

9337399339 

-880300300 

-0110345384 

+1,130045384 


19^80000300 

-680000,000 

1 UK GILTS PRICES 
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Note Price £ *t- an 

ton* la* tty 
<ha *tf toe 

« 

Notes Price £ 


BASE LENDING RATES 

Adwn&Corrpany . — Dcncan Lanoto 895 ‘Roxburgha Guarantee 

Ailed met Bank 695 EreferBrekUntted ..-795 Cdrpcrattoi Ud is no longer 

AjBBar ft -- Rwndai& Gen Bank -69 authorised aa a banking 

•Henry Ansbachsr #RobartFlentirg4Co-.a2S inEUBJlicn. 9 

Qrotal* *2 Royal BkoJScoaand- 895 

Banco BfcaoVBBtya-dg *GUrma» Mahon ...... 895 SryerB Friadbnder- 895 

Habb Bark AG Zurich 895 wansi a VWknan Sees 495 

MrKrtk^nd 825 wHarnbrosBar* ..995 TS8 625 

Bakoffaicfia JUS HartaUe4G«itovEk.a25 «jrBad Bk ol Kurek - -695 

Barko fScoeand 925 «H1 Samuel _695 LWyHuaBalPIc ..99S 

C. Hoare 6 Co 99S Wastotn Trust _695 

m H ongtajng&ShanghaL625 WhSoeway Lak*ov... 995 

W toei9 Tffo8.com -925 j^HodgeBank.... 625 YorkshtoB** -695 

CtomhNA..e....... — S-2S MAopaUJoGQii&SQns &25 

CtydasdateBank _995 LtoJdsBa*.. 895 _ 

ThoC(><iparaflv«Bartr6» SfoWBarkUd 995 

CouUb&Co &25 Ifiiliiil TliMiti ax rK^GOnafl tsaf«ng 

cretatlymnata ■■■■aa * Mount Barrktig 695 

CypruePoptaar Sark. 995 NlMwin!aer H «*re»S*a«on 

•RasBrahare — 695 


Led cay 
at He 


W\% tarn 
NOBS Price £ ++- On 


■be 


Lea Cay 
A Boe 



tSSykw 

(6t9Hi 


. wskiMlMri . _ 

nan iferas iaSw — 2350 Jaamsa iaisizm 

GdltetelflaMS^ 90 0.1 214 Kyi Mrt 2B91Z71 

WvacIMB 101*4 — 2900 4a£1 Jy21 15121254 

tteSl21ipci99St2 — 19rtl.il 840 %tSMri5 1510T296 

1 *PC19G8 ; _1«B* -.1 770 Ja22JyZ2 16121305 

1641X199614: 109)1 -.1 1.139 *3M3 2791309 

BoA 1»tpc 1998)4 — t-IOFA — 80D»Mi5iart5 15101288 

COmamrCpc loss Jim, — 3U09 %15Mrt5 15101240 

naatC0»7pciW7f44-. 87AM -J. 1999 AoBFeB 2.1 - 

Tmi 13t4rclB97»— HS&9 -vl 1990 Ja22Jf22 16121302 

Eak IDigpc 19B7 W4A -1 9^00 N21 MSI . 167 1253 

TroaaOVpc 199744—— 100 H _ 5^0 MISat 2671341 

Ea*lte19B7 lift 830 W70=27 209 1280 

Mipe1998 ^lBSW.-U. ISO JH9Jf19 13.121273 

Traa7Vital«ntt «S*k 61 5150 M30S930 2A8 - 

Trea Wtpc 19S5-96t4~ 96 — ; UW MylWI • 2B91WI 

14pc 1986-1 11M -.1 WO Hy22JM22 17.101306 

Traal5‘3X: , 90ti — - 121 V — ^ 938 1*30830 Z4J1308 

Mi Ite «98 IBft ai ; 3LS06 MyM 1*20- 17.10 1259 

Tram 9<2pc 1982)4 ai 1400 JalSJyW 6121347 

6di12lrte1fl»,^- 1WA W 3,090 1*265828 2291284 

Tta»10*iPCl®e 106V - 61- 19 m «*WI*ri» 17.10 12M 

Trees SBC 1996 4t OOW 69 6^00 *1OAl10 61 - 


«e& . ai uwiqflji*® ir.ioiw. 

ItesRtglkreiSaO 98% 51 2500 9MktaSan 2.11 - 

te2000„ -87A W ZOT J87DI7 - - 

SWteaOS m- --IW h- w 4» J*3Sd3- 267 H« 

TraM Ite 2000. 

IDueJOffl 

te2001»__ 

91tPC2ae__ 

tewtott — 

-Ite 3903, 


RMdtaB3>UK 1899-4— 730d 61 

Conwntan9izpc200* — iMfl 02 

naaaMpc2004» 87B 03 

8>zpe2atB 98% 02 

cm 9 *2 pc 2005 105A 02 

Dm 12 *tpc 2003-5 — 1200*1 61 

7\pc 5006*4 02 

*K 2002-844 *»B 02 

Deal 11 It pc 2003-7 115W 

TtamrzpeS00744 98JJM 03 

lS>2pcS004-8 1270 61 

Ttaa99pe2D0644 1W* 1-2 

TnatSpeZOO 01 


343 JS14J714 6121274 

3,412 ApZ5 0(25 1881246 

6500 My2SNr2B 20103541 
4430 J#7 Db 7 
4842 AplBOcTB 
2200 Uy21 MT21 
3,900 MriStf 
6000 ApSOcS 
3.150 JB22 Jj23 
7,107 JBl6Jy16 
1250 H2BS829 
5221 ApV3 0C1S 
3,100 1*255025 


2PC-BS. 
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0&C-96# nS5.6J 

Olepem (763) 


1291247 
17.101295 
28 - 
U 1334 
1612 1283 
12121338 
2281301 
691343 
1081336 


201 J, 
MU 
188*1 
182*1 
106A 


2*2pC03 (765 

4%f04J4 (1366) 

2pe1» <69-51 1661, d 

ihsCVS (768) 152S 

2hOC ni 1748) 157J5 

ZtiPC'13™ (801? 130i 

2*2PC'ie (Blfl 138,’Md 

Stane-a (810) 132ft 


1200 M16SV16 1081313 

800 ApZ7Qc27 208 - 

1200 1*24 5824 168 1314 

1200 Uy20Hv20 17.101317 
1200 M21 0C21 149 - 
1,650 Jjl0Jy19 11121314 
1JS0Uy20ta£0 17.101318 
2100 Fe23Au23 1671319 
2300 Set 6 AH e 1121320 
2700 JaXJy2B 20121321 
2750 Abie 0C16 921322 

2350 JH7J/17 12121323 
1,300 JaiGJy22 1012 - 


2»2Pc , 2444 <27 -7) iiOHal 

4«tfC-3044 — (13S.1) I09«*al 
(W Figures In pwanthesas Show RP1 base lor Indaring (e 8 
months prior to tasue) and have bean a^ u ei a d to raflact rebastng 
of RPI to 100 n Fabiwiy 1387. Oonvarwor tactor 1945. RPI tar 
Ao« IBM: 1445 and tor November 1994: 145J. 
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Darn BIRpe 2010 63 

Qxn>fipoUl2QTl44 — M3V « 

TreraBpc 3H2tt M3 62 

Tna 5>2Pc£006-12tt- 74* U 

Trass Spc 301 344 62 

7\pe 2012-1544 42 

Tnsortuac 2017** 102& 61 

Ena 12pc 2013-17 129H — 


1610 - 
612 1246 
21 1701 
4 2 1330 
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_ 1^. 61 6327 hBHa 2171349 
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107 62 MB IMS*B 181281 

Beat llijpe 2001-4 111ft! 61 1^£0I*19 Sb 19 I&81290 DBB62>dC 

• TBe'atDek. 44 TtaJnrato mwaoktania on wskalkin. E Audtat 
ftktevFMay.baWi. 


4,750 

6273 J812J712 
5J51 M«U8 
1JOO 1*105610 
6900 1*27 So27 
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7.550 mn«2 

IjnO Jal2Dal2 7.11 1290 

ape era 1996 
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t%Wo0atoaclSpc20il. 

1aadl13i2PC200B 
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2631315 lit Mb SMn 101ft 3V8 
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-A 
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40ft 
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03 
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ApiOel 

34A 

-1.1 

96 
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2M 

02 

OT 

3JaApJy0c 

2Pt 

-2 
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Apt Ocl 


110i 

-1J 

HD 1*24 Sett 
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46 l#fl5 to15 

4931837 

B7H 


303 Ail Ocl 

-1465 

1tt»« 


725 JaXJy30 

- — 

1074 

— 

315 Ail Ocl 

*93143 

1«1 A 


40 14/31 Nv30 

1(793 - 

I28fe 



40 AplSe9 

3933146 

27 



5 IMoMc 

693 - 

32'a 



26 iJaJeSaOi 

893 - 

115Jj 


6 AC250C25 

3933275 

69L 


25 1*1 Sal 
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50 Ja3DJy30 

193 3465 
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SO 

793 - 
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stock indices 


Jao 8- MS Jan 4 J» 3 Dec 30 


“199MBB” Steaeong. 
m low Low 


Jbd 6 Jao 5 Jan 4 Jan 3 


— TOMBS- Stas 
DK 30 Hgh law H» 


a vuit. 

UM 


FT-3E 100 . 308U 3051 J 3085.7 308U 35263 28760 35203 9669 

FT-SEIM2U- '34266 3063 3482.1 34062 35015 41B2J 33514 415U 13764 

FtIS m « lh ' 3487.1 3060 34U7 35067 39069 41867 33SZA 41K7 13782 

6T-5tA 380 - ‘ — 1S3U 1»J 15269 15366 1537J 177*3 

FMCSteflCap 174SJB8 174159 174731 1747g 174641 2BWJ6 17Z7.98 2B9I3B 13MJB 
FT-8E SnteOip 175640 mast maos I716fl2 1715» 299072 1897.06 2DG^ 13R79 

FT«A MhSMR • 181614 1507JJ7 1S14J0 15Z1JB 15Z144 178U1 14*185 17BM1 51 X 
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ft-se teomck 200 

FT OnSnaty 
FT Gon SanMes 
FT Ftaad Hired 
FT Grid me 
PwJecBKorC .jiaw* 


13Z739132&S 
1384.14 137686 
23S7J 2331.8 
9088 9081 
109.32 10635 
1801.06 183026 
P«2 234.1 


133735 133235 133322 1540.19 128648 1540.19 906*5 
138068 138641 133002 1807.10 133196 1007.10 83662 
23473 2383.7 23609 27166 22516 Z7118 *04 
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7% 3%ffetmiOxa 

20% 13%WdDKaste 
20% 14% WBspiac 
39% 29% Wsteca 
51% a%Wptur 
21% 13%1Meet*irtr 
73% 44%«l*tal 

24% lovwemn 

18 147 4 WMknn 
20% 13% VWtUXar 
32% a%Mcortac 
8% 5%MfeO>SC 
33% 22%wem 
7% 555 Wfcfke 
12 6%tatodmen 
59% 42%Wtandr 
13% 7%Wtangbego 
27% 23%MstEn 
33% 27MKPijbSi> 
18% 13% totsert) 

35 24% Vtatal Cup 
30% 22%WMXT 
27% 1l%wnertae 
2B% 12% MkMi 
< 8% I3%«rtinue 
10 3%W0rtkup 
53%a%1»«ey 
21 15%toyteinor 
24 18% WymU 


- w- 

16 933 
m 09 11 173 

287 927 
ua 4.1 10 1649 
aa is 75 a 
9 314 
0.78 1.7 18 3388 
074 17 12 199 

017 IS 1935034 
004 1.4143 112 
144 12 a 1585 

1.00 7J 7 175 

222 &7 11 4Q 
MB 8.7 6 82 
420 1.7 17 64 

048 1.8 13 98 

an 04 4 129 

020 1J 12 203 
UB 11 R M 
AH 7J 13 GZ3 
are 11 14 si 

021 12 13 108 
024 09 20 66B 

4.00 17 10 2075 
024 1.7 18 2417 
048 1J 16 58 
092 5 8 11 268 

21 958 
9 243 
6 3333 
020 1.0147 151 

023 l.lia 44 
1.08 08 10 673 
ore IB 17 5460 

are 4.8 0 its 

17 24 
OSO 19 5 161 
1.10 18 25 1796 
120 30 16 4270 
0.10 07 IS 2562 
122 24 II 1781 

24 37 

034 11 IS 1257 

18 17 

m 17 13 78 

010 1.7 14 102 

024 13 13 1845 

008 09 13 8 

02D 15 6 1409 
m 10 17 275 
OlO 1.0 11 114 
1.41 5.4 16 283 
1 82 6.6 11 111 
040 17 47 10 

1.12 4j 25 1084 
ago 22 1711267 

018 07 16 11a 
080 16 24 4X7 

aio a7 re 

108 234 
056 12 24 1031 
028 1.4 22 547 
044 11 10 15 


18% 16% 16% 
27% 27% 27% 
17% 17% 17% 
32% a% 32% 
13% 13% 13% 

5 4% 4% 
44% 44% 44% 
27% 27% 27% 
22 % 21 % 22 

2% 2% 2% 
77 78% 76% 
13% 13% 13% 
33% 33% 33% 
19% 19 19 

241 240 240% 

31% 30% 30% 
1% dl % 1% 
17% 17 17% 

37% 37% 37% 
0 24, 8% 
24% 24% 24% 
10% 10% 10% 
27% 26% 26% 
148% 147% 148% 
14% 14% 14% 
27% 27% Z7% 
18 15% 15% 
37% 37% 37% 
17% 17 17 

17% 16% 17% 
m2 19 19% 
22% 22% 22% 
29% 29% 29% 
12% 12% 12% 
6% 6% 65, 

15% 15% 15% 
18% 16% 16% 
39% 30% a 
39% a% 38% 
14% 14% 14% 
50% 49% 50% 
23% 23 23% 

16% 16 16% 
20 19% 19% 
»% 27% 28% 

6 5% 8 

26% 25% 25% 

6% G% 6% 
8% 7% 8% 

52% 52% 52% 
10 9% 9% 
26% 25% 28% 
27% 27% 27% 
14% 14% 14% 
34% 424% 24% 
27% 26% 27% 
24% 23% 23% 
16% 16% 16% 
14% 14 14 

7% 7% 7% 

47% 47% 47% 
20% 20% 20% 
21 % 21 21 


-X- Y-Z - 


112% 87% Xerox 
53% 40XhaCorp 
25% 20 radsie Coy 

42% 33% Yakut 
5% 12am 
14% 7 me 

27% 20% renin Nat 
7% 6ZMtelnc 
16% 11% Zen 
29% 10% Zunlm 
13% 10% Zee*) Mod 
10% 7%2 MoTdO 


100 10 59 
056 U 13 
1J2 5.6 II 
018 a4 IS 
014 15 12 
9 

1.00 4J& 10 

on 130 
040 10 is 
068 4.7620 
1JJ4 9J 
084103 


3405 99% 
274 45% 
IS 21% 
633 JS% 
738 4 

3029 11% 
55 22% 
164 6% 
6 13% 
79 16% 
308 11% 
616 8% 


98 98% 
44% 45% 

ia% 10% 

« 
13% 13% 
18% 18% 
11 11 % 
8 B% 


-% 

*> 

*% 

•% 

t% 


»% 

% 

+% 

-% 

-% 

-% 

-% 

-% 


A 

*% 

+% 

•% 

♦1% 

•% 

% 

:S 

-% 

♦% 

% 


-% 

*h 

+% 

-% 

♦% 

*% 

+% 

•% 

*% 

■H 

*% 

•% 

* 


►% 

■% 

4 

»% 

-% 

-% 


♦% 

% 


♦% 

♦% 


ftfcr due etjtef Hr reteba 


Ywp MpB HMb NYSE radea n penod tnJnl I9M 
Mm ■ rail u deck UtbM unueng ID 25 pens or me Ins ten 
paM. tee jar's !»*»►«% anje arm tBmaa ae Ami toMue dock off 
IMm Mteratn aetoO. alts cf Mend m end dAuaewas bmd on 
lie Met deemm. toe agues jte mswui 
>**teod dso Mm* res U dheW plus stock dnuend 

frlgUddtea MM dMdd. Met. mrtr »«Meud darim) • pria 
ta pnoeteig 12 mate. p^Meud m Cote kcrii. aieett C 15» 
w e i de m u WM dtdmd at* M-w u «» dMen hw- 
ted paW M tear, cneed. Mam. ar aa acOaa Ms » baa Omxna 
eelp ktoddeM dttterad er pud ne re*, x aamdeiM ecu wit 
dndmdi m uren iHm Care n la pat 5T meta The M0vta* rxpe 
bapku nte tee rtr or tadno. rxmox dir M» ) n pur e w ne npi me 
1 er paid «i pracadng 12 m«B. Mo sack dMdml 
te edn due ot spbl dk-ntee tiMdMd pad a 
12 route, eamtenl adi Mue oa «-iMMid or 
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AMEX COMPOSITE PRICES 


4 pm dose January 6 


U7^ 6^ 7^ +% 


Stock (Nk E ioq» Mpb loraCtoMCkei 

Adritogn 115- S IS IS IS +% 

AUtalOC 8 8 "“" 

Mphilad 58980 

An Mr Pa US 20 3 

AndiaUa A 068 14 182 
JMU1 005151 808 
An fipa I 173 

Ampat-AmA 19 SI. 

ASA km 010 21 87 
Aetndedi 30 66 
Atari V . 7 388 
AflmCMB 0 2 

AudonA 2. 89 

BSHOcaai 085 0 4 

BadgerMr 073 13 zlOO 
BotomTA OM 23 - 57 ! 

Baoy AG 10 352 II 
BAIato 071 11 172 i: 

Baud 6 G 

8kkf Man 040 23 2 11 

Bio-Rat A 21 32 27% 27% _ _ .. 

BtouitA - 057 17 27 47% 47% 47%' +% 

Downer 10 10 ' 3 2g 2iJ -* 

Bohm 036 9 78 19% 10% 18% , 

taastmA IM 18 S3 14% F4% M% *% 

Catprop 1 44 % % % 

Caaurat 020 16 3u27% 27% 27% 

CuMara 014 22 24 10% 10% 10 
ChnteeA Otn 3 2443 
cnentora ' 7 20. 

Bumttn 9 238 

C&CPtJ 004 21 1008 17% 17% 17% 
CrtrtMA 0D1 326 4% <M,V 4A 

Contact) 030 20 12 17% 17% 17% 






P/ Sts 

Stock Mr. E 100a Mgh ImCtamCaog 
CnpTch 56 35 5% 6% 6% 

Canputrac 2 220 1ft 1% 1% 

CcnalFM 3 51 7 f 

OOBaATA 064 25 270 13% U 

CraanCA 040 6 190 

OtaunCB 0.40 10 338 

CU3tc 053 41 287 17 


Cunmadh 


10 


7 0% 

7 

13% 13% 

13% 

124115 

12 

12 11% 

12 


3 


Otata 10 20 % % % , 

Olnurtt 24 81 135 13% 13% -% 

Oncoaunui 9 15 45 *5 <5 -% 

Duptn . 048 6 30 7% <17% 7% +% 

EastaCQ 046 11 5 13 13 13 -% 

Echo Bay 007 886516 9% <»% 9% -% 

EO0I&1A 032 8 49 9% 9 9% 

EdtotaRs 12 28 8% 6% 6% 

Eton 20 1197 3SJ| 35% 35% 

&W& 1919S2 12% 12% 12% „ 

Epficpe 121160 19% 18% 19 -5 

R*)Mi 064 12 5 31% 3131% . 

Ra« A <00 20 6 68% E8% 6S% *% 

WCayfinc 020 9 22 1^ 10% *0% +% 

FMuUI OGB 21 27 Z95 29% 29% +% 

Ftwatla 241208 47 46% 47 

Ftoquaney 3 11 5 4% 4% -% 

Gann OK 8 113 16 15% 157 

GtontMA 072 14 234 22% 21% 21^ 

070 81 142 18 15% 153 

1 186 % % 

10 M 5% 5% 

GttoCda 034 B 437 3% 3 


Wedr 


20 822 3J4 3% 3ft 


HeeBhOi 

WtticAffl 

Wen 

HmnianA 


W S5» 

Dte E 100s M0N Loee Close Obb 

“ISIIIJ 

11 310 5% 5% 5% -% 


InsfcprCp 012 19 12 12% 12% 12% -% 
' “ 713814 U8% 7% 75 


tat Cora* 
Waraaon 


84 243 13% 12% 13% 
006 172236 19% 19% ' 


.. ^ 

19% J4 


Jan Bel 2 987 3tf 03% 3% -% 

KksokCp 10 10 3% 3% 3% +% 

Kirby Exp 30 138 18% 18% 18% 

KogrGq 34 52 7% 7% 7% 

Labetge 
Laser tad 
Lee town 
[nim Inc 
lynch Cp 


10 26 1ft ift 1ft -ft 
3 50 5% 5% 5% +% 
3 20 ft ft 1* -ft 
58 212 Ul4% 13% 14% 4-1% 
19 13 31% 31% 31% -*% 


4 88 32 31% 32 -el 

MadtaA 044 24 66 28% 27% 28 +% 

Mon Co are 27 5 3? » 3% , 
HBtoU 2 7% 7% 7% -% 

UangA 45 15 9% 9% 9% 4% 

62 142 I5g Ifi 1% ♦% 


MSRExpl 


Mat PM 
NY DnA 


3 20 1% 1% 1% 

056 15 691 22% 22% 22% -% 
19 20 6 Sj 5% . 

DVR 13 70 5% 5% 5% •% 

PeszusG O10 6 3313 10%d10% 10% -% 
PBM 080 18 44 9% 9% 9% 4-% 


PHHPWB 

PBuayA 

WyGcm 

PMC 

PtekfloA 


Mr. E 100* Wgb LoteCksseCtora 

1.64 97 2 17% 17% 17 

050 64 273 — - 

012 43 S3 18 

on 14 19 12 

OlO 2 50 


SJtoCorp 110 9 13 32d3T% 31% 

SffnUdon 40 131 17^ 17% 17^ ■*% 



SVYUe 


2 757 7* 


T*) Prods 020 12 51 6% d6% 8% 
Tel&Data 036 SO 245 44% 43% 43% 
Tharmedts 
Thenrotne 
rctPNA ore 
TownOwy 
Me 
TUmsMbx 

TunfitA 007162 ... . - 1 

TunrBrfl 007ISE 698 16% 18% 10% 


•% 


43 103 13% 13 13 

202143 31% 31% 31% 

12 84 12% M% 11% 

4 737 1 }3 1 

1 2100 1% 1% 1% -*« 

6 912 4< 4% 4?J -,G 

a 178 16% 18% 18% •% 


LtefouftA 6 
UtdFoodsS 020 18 304 
USCtlU J3S 69 32% 


s si $: a * 

32 32 •% 


VtacomA 127 1272 43 % 43 43% 4% 

VfenrnB 70996 42% 41% 42% 4% 

YiteatharU 266222 11% 9% 10% , 

WltT 1.12 13 97 12% 12% 12% -% 
OHJ10 B 27% 27% 27% ♦% 


Xytrunte 


3 32 3% 3% 3% -% 


***** . 

■ * 








Ivanct delivered in 


-%*-n ’>• <7«: 


Gain the edge over your competitors by hawing the Financial 1111185 delivered to your home or office every working day. 
' Hand delivery services are available lot all subscribers who work or live In the business centre of Warsaw. 
Please can +48 2 644 5522 for more information. 

Financial Times. World Business Newspaper. 


-y 


29 

NASDAQ NATIONAL MARKET 4 pmdoseJMuayS 


to 9to 

Stock DU E Uto Utah Lte* UB a** 

ASS tads 020 13 7 12% 12% 12% +% 

ACC COO 012 12 587 15% 14% 15% f% 

ACUaanE 1415410 15% 14% 14% -% 
taro MS* 7 32 18% 18% 18% ♦% 

ta*«Cp 32 237 28 27% 27% -% 

Attamcca 17 5000 23% 22% 23 +% 

ADC Tele 32 344 48% 47% 47% +% 

Addington 6 48 10 9% 9% -24 

AtfeSetv 015 16 2175 35% 34% 35% -% 

MoteSYS 0.20 229861 31 »% 30>2 t% 

AtfYanceC 10 294 13% 13% 13% •% 

A8»Uigle 150 356 4% 4 4% *% 

AtfrPtfym 5 2633 4% 4% 4% 

AAIehLab 23 38 18 17% 17% 

Atlanta 027 112147 a 28 26% +% 

Alftraax 14 112 17% 1B% 17% +% 
Adi tafa 010 32 825 11% 10% 1045 
Ab£*pr 016 16 13881121% 19% I9>2 -2 

AtaDAOfl t5l 15 458 57% 57% 57% 

ftm 088 13 523 22% 22% 22% +% 

ABegtliW 11 1038 lift 10% 10% +% 

AftnQrg 05H 12 9 35% 35% 35% 

AftSiPh 3 390 6% 66%*% 

AGOCaoG 1X» 12 310 14% 13% 14% +% 

AIM Cap 080 11 101 13% 12% 12% +% 

AkMDSC 032 8 164 2 d1% 1% 

AttaGoU 006 51 94 1% tft ift 

AltaaCo 2810261 42 40 4liJ *1ft 

Antoitor 072 8 884 24% 23% 24% +% 

AmOVoy 01B 39 412 14% 14 14% +% 

AnCtyBu 23 142 16% 15% 15% 

Anttmag 19 2568 19 16% 19 +% 

Am MadB 121499 6% 6% B% ♦% 

AmSoftwa 032 6 1216 3% 2% 2% Jg 

AaFrm** 22 1884 19% 18% 18% -% 
AmGrlA 066 13 1557 27% 26% 26% +% 

AmknP 2<EM iti iB 1% -it 

AmNUn 236 6 55 46% 46 46 ■% 

AmfterCoo* 24 9189 17% 17% 17ft +ft 

AmTrav 10 5*3 17% 17 17% +% 

AUadfin 024 13 21B 22 21% 21% *% 

Amgen k* 2014019i«l% 58% 68% -1% 
Airaedi Cp 008 13 613 10% 10% 10% •% 

Armftn 6 22 9 8% 8% 

Analogic 15 6 18% 16% 18% +% 

Analysis 052 17 37u21% 20% 20% -•-% 
AnangrtAm un 17 35 15% 14% 16% 

Andrew Cp 301443 52 51 51% ♦% 

AndnoAn u 237 16% 15% 16% *% 

Apogee En 032 28 110 16% 16 18ft -ft 

APPBo 50 46 5% 5% 5% +% 

ApptdMat 1610327 41% 40% 40% *% 

AppteC Q48 1695832 43% 41% 42 -*3% 

AflftHKee 0(S 29 2047 17 15% 18% +-% 

Altar Dr 030 221118 21 »% 20% *ft 

Arcffio 019 151052 17% 17 17%*-% 

Argonaut MB 8 26 28% Z7% 27% -% 
Armor A1 064 192023 21% 21% 21% +% 
Arnold In 044 16 122 20 19% 19% 

AspectTeF 19 2665 31% 30% 31% 

ASritaroh BO 5352 13% 13% 13% -% 

Atfctam 6 137 10 9% 10 t% 

AdSEAk 032 9 241 16% t$% 15% -% 

Aotdsfc 024 29 1309 39% 38% 38% *-% 

Autardo 9 523 2% 62% 2% 

Avondale 092250 79 7ft 7% 7% 


- B - 

BEI0 008 19 2100 5 dS S 

Babbage* 46 301 13% 12% 12% 
eaterflWl 10 OXCdOX32 OSO 

Baker J 006 8 5534 1Sd!4% 14% -% 

BkhvoL 8 024 3 776 15% 15% 15% +% 

Banctec 13 2097 21% 2121% -% 
BflkSouUi 052 101107 18% 17% 17% -ft 
BankersCp 048 8 302 13% 13% 13ft *ft 

BaiknuOi 060 11 149 22% 22% 22% -% 

BantaGeo 056 13 675 30% 29% X *% 

Basset F ore 17 571 X% 29% X% *% 

Bar view 060 10 48 18% 18 18 -% 

Btotunks ire ID 1570 52% 52% 52% -% 

BBGTHn 1.16 8 635 28% 28% 28% +% 

EE Aero 29 395 7% 7% 7% +% 

BeMtCos 042 17 2100 14% 14% 14% 

BenSJerry 18 137 10% 10 10% +% 

BerMeyUR 044 22 192 X 37% 37% ♦% 

BHAGrp 012 17 7 13% 13% 13% 

Dine 45 B69 5% 4% 5 +% 

Big 8 016 16 422 14% 13% 13% -% 

BrnStey W OM 14 405 14% 14% 14% -% 

Biogen 11* 6576 41% 39% 41% *1% 

Stamet 221690 «!5 14% lifi -ft 

Btack Drg 166 14 140 34% 34% 34% 

BMCSOhw 22 5765 M% 54% 56% ♦!% 
Boatmens 1J6 81683 28% 27% 26ft +ft 
BobEvara 029 16 407 20% 20 20% +% 
Bocfe&B 23 29 U26% 25% 26% 
Bprtand 7 1714 8% 6«2 «% +% 

Boston Bk 076 5 244 29% 2# 29% -% 

BOSUI Tc 31 5183 14% 14% 14ft +ft 

BradyWA 080 17 2 *7 *7 47 

Branco 02* 18 121 11% 11% 11% -% 

BrulO S Q2B 16 1432 9% 6% 8% ♦% 

BSBBncp 088 9 7 28 28 28 -% 

BTSNpng 048 2 20 2% 2% 2% 

Burtete 13190GB 10% 10 10% -ft 

BuWeraT 15 IX 11% 11% 11% 

Bur Bum 21 604 14% 13% 14% +% 

Bustaessfl 14 X 34% 33% 33% 

ButSerWg 0*0 6 219 31 29% 31 +% 


- c - 

CTcc 4 530 21% 20% 20% -% 

CUM Med 18 50 5% 5% 5% 
CadSdMps un 14 26 27% 282* 27% *% 
CadmusComOa 19 G80 18% 15% 16 -% 


Caere Cp 

81 MI4 17ft 16% 17ft 

-ft 

Caigene 

2X 4 3107 7 d6% 7 

*14 

Cal Micro 

a are 37ft 34% xft -2ft 

CandkaL 

17 

184 Cft 2f t 2ft 

*h 

Crates 

0 

245 1ft 1 1ft 

4* 

Canon tae 

OS 70 

7 84% 83% 84% 

-ft 

Camnfcj 

34 

34 5% 5ft 5ft 

-ft 

CarttanCm 

ore x 

4 Xft X X 

-ft 

Cascade 

ore 14 

3 23ft Xft 23ft 

■% 

CasayS 

ore is 

971 15ft 14% 15 

♦ft 

Ctagaoe 

3 

56* 5 <M{J 6 


cat Cp 

15 

2 11 11 11 

-ft 

CantDcor 

8 4240 17% 16ft 16% 

-% 

CnWFU 

1.12 8 2242 24% 24 ft 24ft 


CnaiSpr 

15 

174 lift 11 11% 

♦% 

OaraleT 

11 

*2 5 4% 5 


Chapter 1 

ore 6 

137 19% 13ft 19% 

♦ft 

ChnnSh 

a® 11 SIX 6% 6% 6% 

♦ft 

Diendab 

17 

2 13A 12% 13A 

♦A 

CtampMer 12 

3 3% 3% 3% 


CMpsATe 

X 5005 U8% 7% 8 

-ft 

Ctaoncp 

76 5061 63ft 62 63 

.i 

Onn Rn 

IX 13 

259 53 52 52% 

♦% 

Clniaa Cp 

017 3 1348 u37ft Xft »% 


CtmaLgc 

1213234 25% 23% 2S{4 

♦»fi 

as Tech 

X 

IX 2% 2A 2% 

■ft 

CUcoSys 

25799J4 34% 33% 3<ft 

♦ft 

CtzBancp 

U» 13 

68 36% 26ft Xft 

♦ft 

Clean Wr 

14 

110 4% 4% 4% 


CSfeDr 

75 

48 12% 13% 12% 

♦% 

□otoestm 

67 

2X 3ft d3ft 3ft 



un 16 

11 26% X% 26% 


CodaEngy 

100 

197 6ft 6 G 

-ft 

CQdeAtana 

10 

88 8% t»% 8% 

-ft 

Cower Ch 

X 

547 24 ft 24 24ft 


Ccgw 

X 

XI 17 18% 15% 

-ft 

CdhOErt 

17 

97 17ft 16% 17ft 

♦% 

CC83J3I 

015 37 

685 X 21% 21% 

•ft 

CoM Gas 

IX It 

x isftdisft isft 

♦% 

CoW Grp 

aw is 

48 Xft 33% Xft 

.ft 

Com* 

032 10 

710 16% 15% 16 

-% 

CmcstA 

009 173128 15ft 14% 14% 

-ft 

CmestASp 

009 62 31*4 ISft 14% 15ft 

♦ft 


COtnmekshsOre 9 324 28 27% 27% +% 

Comma 070 23 85 17% 16% 17% *\ 

ComsmC 19 212 28% 27% 27% -% 

CompiLata 7H7 373 8 7% 7% 

Comdora 280 33 14 13% « *% 

Comaockfl 18 626 3ft %* 3i* 

Cdnsaun 7 424 7% 7 +% 

ContflCd am 337 25% 24% 25 4% 

CnbOata 153 340 B% 6% 8l« 

CooraA. OSJ 22 1853 16 15il 16 *% 

CopyWe 501042 7% 6% 7ft +% 

Cants Cp 25 3557 u64 % 62% 83% -»]£ 

CatpOTA X re 16% 15% 18% 

CraSerS 002 194628 19% 18% 18% +% 

OtoCunp 12178 1% »% 1ft *ft 

CnwnRcs 17 3S4 4% 3^ 4% 
Cytogw 38948 5% 4}j 5 +% 


- D - 

DSC Cm 298031 35% 34% 34% -% 

OmGrou 013 2 9 82 81 82 +1 

DrtArtti 41 2100 2% 2% 2% 

Dfflata 23 237 8% B% 8% -% 

D a t asco p d 18 504 18% 17% 18% +% 
DaxrtnOp US 11 182 24% 24 24 -% 

Deb Shop* 020193 6 3? 8 3% 3% -% 

MofeEn 032 24 1177 21 M 20 -? B 


PI 8k 


Brt 

Dk. E rflOe IGge law lari Bag 

Defeated 

080 12 156 27% 28% 27 


Oettemn 044 11 0 16 is 16 

-% 

DdIComp 

1827069 45% 43% 45ft 

*1% 

Mft 

OXM 1876 33ft Xft 33ft .1% 

Oep&y 

1.12 3 1841 32 31% 32 

♦*2 

Qeucen 

OX 8 3 8 8 9 


DM Tech 

16 131 23% 23% 23% 

•ft 

DJbrelB 

080 17 218 19% 19% 19% 

*% 

OglM 

10 100 19 10% 18% 

% 

Dig Micro 

96212 16% 15% 15ft 

ft 

Mg Sown} 

321286 2% 2% 2% 


Dig Sys 

72 121 lift 10ft 10ft 

-*a 

QknaxCp 

16 11 37% 37ft 37% 

*% 

ObdeYm 

OX 33 373 7 06% 7 

♦ft 

ONA Plant 

225 11816 2ft Z}J 2ft 

♦% 

QcGarGri 

OX X 2714 X Xft X}J 

.ft 

Doran Htn 

068 18 11 11% 11% 11% 

■‘2 

OrecoEngy 

7 45 7% 7.40 7% 

♦% 

OrassSam 

15 7279 71 10% 71 

♦*9 

Urey CD 

034103 327 25% 24% 24% 

♦ft 

DrugEmpe 008 11 127 5% 5% 5% 


OS Bam* 

1 09 12 IX 24% 74 24% 

.% 

Outran 

0.42 10 330 17% 17ft 17% 


Dynauch 

13 1276 u35 33% X 

-ft 


- E - 


Eagle Fd 

0 32 1ft 1ft 1ft 

♦£ 

Easel Cp 

1 398 3% 2ft gl* 

+% 

Eastfirvrat 

4 9 U t 1ft 1 A 


EO Tel 

032 14 3060 12% 12ft 12ft 


Egghead 

185 843 11% lift lift 

■ft 

BF3SOE1 
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FT GUIDE TO THE WEEK 



MONDAY 


S Africa’s Mbekf visits Bonn 

Thabo Mbeki (left), 
first deputy 
president, begins a 

five-day visit to 
Germany, designed 
to improve 
economic ties and 
pave the way for a 
possible visit to 
South Africa by 
Chancellor Helmut 
Kohl later this 
year. Mr Mbeki 
will meet President Roman Herzog in 
Berlin and be ffeted by barons of German 
industry at a dinner In Frankfurt 

Nigerian constitution 

Nigeria's constitutional conference 
resumes after a month's break. By 
December the conference had covered its 
agenda but made very few changes to the 
constitution. Approval of the draft 
proposals to be passed to the military 
government would complete the task of 
the conference. However, more 
controversy is expected over the proposal 
that the military should hand over to 
civilian rule by the end of 1995. 


365: a space odyssey 



Russian cosmonaut Valeri Poliakov is 
set to surpass his own world record for 
non-stop space flight today, when he 
completes 365 days 23 hours and 39 
minutes. It is intended that he should 
remain in orbit until March 26. The aim of 
the endurance test is to gather 
information that may one day make 
possible a manned flight to Mars. 

Court hearing in Singapore 

The High Court in Singapore begins 
hearing a contempt of court case against 
US academic Christopher Lingie and 
various executives horn the International 
Herald Tribune newspaper. 

Talks on E Timor in Geneva 

Portuguese and Indonesian foreign 
ministers due to meet under United 
Nations auspices for exploratory talks on 
settling the problem of East Timor, the 
former Portuguese colony, which 
Indonesia invaded in 1975 and annexed a 
year later. 

Portugal favours self-determination for 
Its former colony, while Indonesia has 
consistently laid claim to East Timor as its 
27th province. 

UK politics 

The House of Lords, parliament's upper 
chamber, ends its Christmas recess. 


TUESDAY 


Sweden set for harsh budget 

Sweden's Social Democratic government 
presents Its first fUH budget since taking 
power last September. Markets will watch 
closely to see that finance minister Gtaan 
Persson keeps to his promise to cut public 
spending by SKr20bn ($2.65bn), one of the 
biggest cuts attempted in Sweden's 
generous welfare state. 

The downgrading of Sweden’s sovereign 
debt rating by Moody’s last week 
underlined the importance of controlling 
the big budget deficit and fast-growing 
state debt But Mr Persson is also under 
severe pressure from within social 
democratic ranks not to cut too deeply 
into state benefits and public sector 
systems. 

Whales on the menu 

The International 
Whaling 

Commission meets 
in the Lofoten 
Islands, Norway’s 
whaling capital, to 
resolve two 
outstanding issues 
for the revised 

ma na gement 

scheme for 
whaling agreed 
last year in 
Mexico. Delegates have to decide this week 
who will pay for the costs associated with 
deploying national inspectors and 
international observers on each vessel 
undertaking' whaling. 

Norway and Japan are the only two 
countries which foil whales for “research" 
- and domestic consumption. Agreement 
is expected on whaling countries paying 
for inspectors, but they refuse to pay for 
international observers which they argue 
should be fimded by the IWC. 


Nordics ponder their role 

Nordic leaders hold their first Nordic 
Council meeting since Sweden and 
Finland joined Denmark in the European 
Union on January L The purpose is to set 
the agenda for the year. The chief task 
facing the organisation is to map out a 
future for Nordic co-operatton now that 
only Norway and Iceland of the five 
members are not in the EU. 


UK politics 

The House of Commons reconvenes after 
the Christmas recess. 

Labour Into Europe 

More than 100 big companies are expected 
to send representatives to a conference in 
Brussels run by the British Labour party 
to explain its approach to the European 
Union. Tony Blair, the party leader, 
addresses a conference dinner in this 
evening. 

New York saleroom 

One of London's leading dealers in 
Renaissance art, Cyril Humphris, is selling 
off his personal collection at Sotheby's 
New York today and tomorrow. Among 
the hi g hli g hts are two bronze plaques by 


Ammanati, one of which portrays his 
Mend Michelangelo, broken nose and all 
(estimated at more than Sim), and a 
marble life-size group of Adonis and his 
hound by Handini, which could top 52m. 


WEDNESDAY 


Clinton and Murayama meet 

The US and Japanese leaders meet in 
Washington to discuss bilateral relations, 
intending the US-Japan security accord, 
under which American troops are 
stationed in Japan. Mr Murayama is 
keener than ever for a friendly summit 
and closer links with the US. to avoid any 
tension in connection with this year's 50th 
anniversary of the end of the second world 
war. 

Also on the agenda are the planned 
consortium to provide new light-water 
reactors for North Korea in exchange for 
that country abandoning Its controversial 
nuclear programme and the November 
summit of the Asia Pacific Economic 
Co-operation forum, which Japan chairs 
this year. 

Liberia's council due to meet 

The five members of Liberia's new council 
of state are due to take their seats under 
the peace plan backed by neighbouring 
Ghana and Nigeria. This collective 
presidency is to act as the top level of 
government, above ministers and the 
parliament, and as a coalition of all the 
rival factions in the five-year civil war. 
Observers say that last-minute wrangling 
over the nomination of the five members 
could still delay the seating of the council. 

UK economic policy 

The minutes from December 7s monthly 
monetary meeting between Kenneth 
darbie, UK chancellor, and Eddie George, 
governor of the Bank of England, are 
released. They will be received with great 
interest, in the light of the unexpected 
interest rate rise from 5.75 per cent to 6.25 
per cent following the meeting. 

Analysts win he keen to ascertain how 
far political pressures influenced the 
decision to raise rates. The minutes may 
also provide clues to whether Mr George's 
assessment of the inflationary pressures in 
the UK economy implies that further 
interest rises will be needed soon. 

UK politics 

The House of Commons debates a crucial 
motion on the membership of committees 
arising out of the government's 
withdrawal of the Conservative Party 
whip from eight Euro-sceptic MPs and the 
resignation of a ninth. A government 
defeat would endanger prime minister 
John Major’s ability to carry his 
legislative programme, but the 
Conser v atives are expected to win with 
the help of Ulster Unionist MPs. 


THURSDAY 


OSCE meets in Vienna 

Western criticism of Russia’s behaviour in 
Chechnya is likely to surface at a regular 
meeting of ambassadors to the 
Organisation for Security and 
Cooperation in Europe (previously the 
Conference on Security and Cooperation 
in Europe). 


The ambassadors could decide to send a 
fact-finding mission to the war zone, 
although it would be difficult to do so 
without Russia's consent. 

Rulings expected on BCCI 

’Hie painstaking progress 
towards a settlement for 
creditors of the failed 
Bank of Credit and 
Commerce International 
continues this week in the 
courts in Luxembourg 
and the Cayman 

Islands. 

The High Court in London has already 
approved the latest plan put forward by 
the UK-based liquidators, accountants 
Touche Ross, in which the Abu Dhabi 
government, the principal shareholder of 
BCCI. will pay $l-55bn after the successful 
completion of the court hearings. $150m 24 
months later and 3100m 36 months after 
completion. 

Before funds can be paid out, however, 
the scheme must be cleared by courts in 
all three jurisdictions where BCCI was 
registered. Today and tomorrow, the 
Cayman Islands will hear the case and a 
judgment is expected. Luxembourg is 
expected to publish its judgment today, 
having heard the case earlier. 

A previous plan put forward by the 
liquidators was thrown out by the 
Luxembourg court on appeal An appeal 
period follows the publication of the 
judgment. 

An appeal could delay the plan by up to 
a year and, if successful would derail it 
for a second time. 


Polish court rules on lax 

Poland’s constitutional court is due to rule 
on whether higher tax rates that the 
government is seeking to impose in the 
face of opposition protests are lawful 
President Lech Walesa says they are not 
and has called on Poles to pay lower rates. 
The court will also say whether Andrzej 
Olechowsfo. the foreign minister, was 
breaking anti-corruption laws when he 
held on to the chaiimanship of the Bank 
Handlowy supervisory board after being 
appointed to public office. If the court 
rules against him. Mr Olechowsfo has said 
he will relinquish his government post 

Charity celebrates 100 years 

Britain's National 
Trust its biggest 
charity and a 
leading guardian of 
its heritage, 
celebrates its 
centenary by 
launching a 
fund-raising drive 
at the Grosvenor House Hotel London, 
where it was founded 100 years ago. The 
Trust wants to build an endowment that 
will give it £5m more to spend each year. 


FRIDAY 


Jupp€ begins Nordic tour 

France’s foreign minister Alain Juppe 
begins a whirlwind trip through 
Scandinavia as part of a briefing exercise 


covering new European Union members. 
France has just begun Its six-month stint 
in the EU presidency. Oddly enough his 
first stop is Norway, which rejected 
membership of the EU last November. 

However, Mr Juppe’s trip waa planned 

before the referendums. In Norway, Mr 
Juppe will meet prime minister Gro 
Harlem Bnmdtland and foreign minister 
Bjorn Tore Godal to discuss the country’s 
future cooperation with the EU. 


Nureyev treasure sale 



The grand furnishings of the late Rwtoif 
Nureyev’s apartment In the Dakota . 
building, overlooking Central Park, are to 
be sold at Christie’s in New York for the 
benefit of dance charities, which should 
receive more than $4m. The star lots are 
paintings of 18th-century English grandees 
by Reynolds and Lawrence, but the 
auction also includes Roman marbles and 
Fuseli’s "Satan starting from the Touche 
Ithuriel's Lance” (above). 


SATURDAY 


Brown begins visit to India 

Ron Brown, US commerce secretary; 
begins a week-long business development = 
mission to Tiytia. has begun to warm hi-the 
wake of a textile deal and because the 

Clinton administration appointed an 

ambassador. 

Accompanied by 25 CEOs Brown will 
visit New Delhi Bangalore and Bombay to 
encourage India ’s economic reform 

programme and promote US sales of 

telecommunications, power generation 

and transportation equipment 

Germany flings wide the door 

For only the second time in its history the 
German foreign, ministry - the 
Ausw&rtiges Amt - will open its doors to - 
the public to mark the 125th anniversary 

of its transformation from the Prussian 

foreign ministry to an all-German one. 

Foreign Minister Klaus Kinkel will greet 
guests and plans to be the first foreign 

minister to hold a worldwide conference 

on the CompuServe computer network. 


SUNDAY 


Capsules across the sea 

A German-Japan ese experimental space 
capsule is due to be launched from the 
Kagoshima Space Centre in Japan. The 
capsule is expected to land at Woomera, in 
South Australia, on January 21. It is the 
first agreement for a non-military launch 
in one country and recovery of the capsule 
in. another. 

Compiled by Patrick StOes and 
Shelley Wood. 

Fax: (+44) (0)171 873 3194. 







Other economic news 

Monday: The markets are 
likely to focus on the US this 
week, with the release of some 
significant data that may prove 
pivotal for expectations of the 
next Federal Open Markets 
Committee meeting on Janu- 
ary 3L November US consumer 
credit figures today are expec- 
ted to show a small rise. 

Tuesday: Meanwhile, fears 
that inflationary pressures are 
mounting in the US may be 
eased by December’s producer 
price index, expected to show a 
small fall in the monthly price 
increase. 

Wednesday: The US con- 
sumer prices index is also 
expected to show a flat rate of 
monthly growth. UK produc- 
tion data will be watched for 
signs of the recent surge in 
manufacturing output slowing. 
In Japan, the December trade 
data could also prove signifi- 
cant since any indication the 
trade surplus is growing may 
provoke concern about the new 
US Congress's trade policy 
towards Japan. 

Friday: UK trade data should 
provide further indications of 

the improving trend in the UK 
trade performance, while 
December’s US retail sales data 
is expected to show a small 
decline in the monthly growth 
rate. 


ACROSS 

1 Liberal, possibly, with stan- 
dard typical setting for fren- 
zied toil (5.9) 

10 Preliminary notes from a 
book on skin troubles (5) 

11 Crush round Lord Mayor, 
however (9; 

12 Sat out with a French child, 
being supportive (.7) 

13 One who interrupts male 
clerk at work (7) 

14 Article about girl looking pale 
15 ) 

16 Yet In most revolutions there 
is evidence (9) 

19 In a classic year Uncle lost a 
pound on “Right Caller" (9) 

20 A weapon might annoy the 
fellow in the middle (5) 

22 The sound of running water, 
but the fruit has dried up (7) 

25 in time support will recede 
for Liverpool for example (7) 

27 Left the sugar to crystallise - 
how killing! (9) 

28 Run into butter for fourpence 
(5) 

29 Poirot’s Conservative? 
There's a mystery for you! 
< 95 > 
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. Statistics to be released this week 



toy 

nwnoinwu 

Country 

Coananflc 

' mite 

M mOm 

f rest 

rofecSH 

Piwtaw 

Actual 

toy 

Ratoamd 

Country 

Economic 

Merftn 

forecast 

Prarious 

Actual 

Mon 

US 

‘ Nov consumer credit 

S12bn 

SltSbn . 

Thur 

US 

Dec Atlanta Federal kndx 

- 

109 

J8n 9 

AnsTla 

Oct rates trade' 

flat 


Jan 12 

Japan 

Dec Bank at Japan data 

- 

- 

Tbaa 

US . 

Dec producer prices Indx 

05% 

05% 

(corf) 

Germany 

1 994 gross domestic prod” 

3% 

-1.3% 

Jan 10 

US 

Ditto, exd food & energy 

0.2* • 

0.1% 


Germany 

1994 cross domestic prod, West-. 

.25% 

. -1.9% '• 


us 

Nov wholesale trade 

- 

03% 


Aus'Ba 

Dec unemployment rate 

9l1% 

9.3% . 


Germany 

Dec unemployment, Wentf , 

-12JD0G' 

-11,000 • 


Aus’fla 

Dec employment 

20,000 ■ 

• 30,000 


Germany 

Nov employment, Wefitf 

5«M • 

6,000 

Fit 

US 

Dec retail sates 

0.7% 

. 1 2% 


Germany 

Dec vacancies. West 

- 

2,000 

• Jot 13 

US 

Ditto, exd autos 

05% 

■ ag% 


Germany 

Dec shorttime, Whet 

- 

-3.000 


US 

Dec bar* credit 

- . 

3.2% 


Germany 

Dec unemployment East 

12,000 

-21,000 ■ 


US 

Dec C&f loans 


9-5% 


France 

Dec consumer prices Indx, prelim* 

0.0% 

oiw 


Japan 

Dee wholesale price JndxT . 


05% - 


France 

Dec conaaner prices Indx. preCnf* 

'1.8% 

15% ' 


Japan 

Dec wholesale price fncbf* 

- 

■ -15% 

wed 

US 

. Dec consumer prices indx 

0.3% 

03% 


UK’ 

Oct vfeftjte trade (global) 

-EfiOOm 

-£500m 

Jan 11 

US 

Ditto, excluding (bod & energy 

.05% 

0.2% 


Spain 

Deo consumer prices Indx* 

04% 

02!% 


US 

Dec real earnings 

- 

-13% 


Spain * 

Dec consumer prices- Indx" 


4.4% .. 


Japan 

Dec trade balance (1st 20 days) 

- 

$5.31*1 


N lands 

Dec consumer prices indx** 

2.89$' 

' 2 S% 


France 

Oct current a/cf 

FFrSbn 

FFr7.7bn 







UK 

Nov [TOTurfacturlng output* 

03% 

0.4% 

During the week-.. 





UK 

Nov manufacturing output** 

5J9% ■ 

5.5% 


Germany 

Nov final M3 

- 

6% 

. 

UK 

Nov Industrial production" 

03% 

0.1% 


Germany 

Dec flnai cost of Butne* . 

r 

02% 

Thur 

US 

tnftfiif claims, Jan 7 

325,000 

335,000 


Germany 

Dec final cost of HvJngT 

- • 

2.7% 

Jan 12 

US 

State benefits. Dec 31 

- 

25Sm 


Germany- 

New retell sates 

05% . 

-2% 


US 

M2. -We Jan 2 

-$5bn 

- Si25bn 


Germany 

Dec wholesale price tndx* 

0.1% ■ 

. 0-1% 


US 

Dec monthly M2 

$4bn 

$ 2.1 bn 


Spain 

Oct hrtuatrtat production- 

75% 

• 75% 

“month on month, “year on year, tsaesdnafly adjusted Statistics, cOurtiuyAflMS international- 


DOWN 

2 Lambskin for a street artist 
appearing before Asian 
prince (9) 

3 Rushed round the hospital - 
It’s a prickly point i5) 

4 Using the future tense? (9) 

5 Shelter the church from a 
bloodsucker (5) 

6 Urban 19 across (9) 

7 Basket for river fish caught at 
the start (5) 

8 Early confusion about politi- 
cian, the main parasite (7) 

9 A little snooze? On board, 
that is included, thank you! 
(6) 

15 Filthy lucre? Gain can be 
painful (9) 

17 The extra payment is certain 
to include cleaner gas, Ini- 
tially (,9) 

18 Sick of quartet surrounding 
the colonel (3-6) 

19 “The Bill" - coppers have 
journalist on charge (7) 

21 Mistakes In the Tattw transla- 
tion (6) 

23 Criticise the meat (5) 

24 Expression of rebuke Is over 
for African, tribesman 15) 

26 Fitting claim (5) 



MONDAY PRIZE CROSSWORD 

No.8,655 Set by ADAMANT 

A prize of a PeUkan New Classic 390 fountain pen for the first co rrect 
solution opened and five runner-up prizes of £36 PaUhan vouchers will be 
awarded. Solutions for Thursday Jan nary 19. marked MOnday Crossword 
8.655 on the envelope, to the Financial Times, l Southwark Bridge, London 
SE1 9HL. Solution on Monday January 23. 




Sian the New Year with a 5-day free trial 
subscription to The Wall Street Journal Europe. 

The Wall Street Journal Europe provides a diet 
of concise, substantive, global news 
edited Ln the heart of Europe with the European 
businessperson, investor and professional in mind. 

For a 5-day free trial, without obligation, simply 
complete the form below and fax it to us at 
(81) 944 5921 or mail it to us at 
2, Rufus Business Centre, Ravensbury Terrace, 
Earlsfield, London, SW18 4RL. Bon app£tiL 


mtfOUB* 


CH YES Please send me a 5-day free trial 
subscription to The Wall Street Journal Europe. 

Name: _ __r 

I would like my subscription delivered to: 


Daytime telephone number: 


Offer valid until 31st Januaiy. 1995 
m European countries only. 

THE WALL STREET JOURNAL EUROPE. 

We Make the World Your Business 


Of broking and jobbing the Priikan'zfund. 

See how sweetly he put$ your word onto bond. 

Shlikaa © 


JOTTER PAD 




i 


I 





















